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FAMILY WELFARE REFORM ACT OF 1987

JUNE 17, 1987 Ordered to be printed

Mr. ROSTENKOWSKI, from the Committee on Ways and Means,
submitted the following

REPORT
together with

ADDITIONAL AND DISSENTING VIEWS

To accompany H R 1720 which on March 19, 1987, was referred jointly to the Com-
mittee on Ways and Means, the Committee on Education and Labor for consider-
ation of such provisions of title I of the bill as fall within the jurisdiction of that
committee under clause 1(g), ruie X, and the Committee on Energy and Commerce
for cong,da_...ai..on of such provisions of title IV of the bill as fall within the juris-
diction of that committee under clause 1(h), rule X]

[Including cost estimate of the Congressional Budget Office]

The Committee on Ways and Means, to whom was referred the
bill (H.R. 1720) to replace the existing AFDC program with a new
Family Support Program which emphasizeF work, child support,
and need-based family support supplements, to amend title IV of
the Social Security Act to encourage and assist needy children and
parents under the new program to obtain the education, training,
and employment needed to avoid long-term welfare dependence,
and to make other necessary improvements to assure that the new
program will be more effective in achieving its objectives, having
considered the same, reports favorably thereon with an amend-
ment and recommends that the bill as amended do pass.
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The amendment is as follows:
Strike out all after the enacting clause and insert in lieu thereof

the following:
sEunoN 1 SHORT TITLE, TABLE (W ( ONTENTS

(a) SHORT TITLE This Act may be cited as the "Family Welfare Reform Act of
1987"

(131 TABLE OF CONTENTS
Sec I Short title, tabl, of contents
Sec 2 AFDC replaced by family support program

TITLE 1 NATIONAL EDLICAFION TRAINING AND WORK '.1-'11.tOlf/s,PIti iGRAN1
Sec 101 Establishment of network program
Sec 102 Related substantive amendments
Sec 103 Technical and conforming amendments
Sec lill Effective 'ate

TITLE IIDAY ('ARE TRANSPORTATION

Sec 201 Pay rnent of expenses Sy States
Sec 2(12 Development of new child tare resources
Sec 201 Ellis tite date

AN,i) (yo([ 1( %;(40, 1{1,1 \ TE 1,

TITLE III EtrAi wolo, INF N 1 WE,
Sec 301 Changes in earned income disregards
Sec .102 Eflttise date

TITLE; lk 'FRANNI IR/NAL :4 NV1( En FOR F 11111 IF
St,- 4111 Medicaid
Sec 402 Effective date

TITLE. V CHILD SUPPORT ENFORCEM(.% F A \1F, \ltMF N I

Sec 561 State guidelines For thild support award amounts
Set '102 Establishment of paternitt
Sec all,1 Demonstration project., to address NIlt.111011 and waists probl,



4

Sec 504 Disrelbarding )f child support payments for FSP purposes
Sec 505 Requirement of prompt State response to requests for child support assistance
Sec 506 Automated tracking and monitoring systems
Sec 547 Costs of interstate enforcement demonstrations excluded in computing incentive payments
Sec 508 Federal matchine, reduced for States which are not in compliance with 1984 amendments and In-

creased for States which require Immediate Income withholding upon issuance of court order
Sec 509 Commission on interstate enforcement
Sec 510 Study of child-raising costs
Sec 511 Demonstration projects to test voluntary work, education, and training for fathers who are unable to

pay chid support
Sec 512 Collection and reporting of child support enforcement deta
Sec 513 Assistance in locating absent parent-.
Sec 514 Effective date

TITLE VIPRO-FAMILY WELFARE POLICIES

Sec 601 Requirement that aid be provided with respect to dependent children in two-parent families
Sec 602 Special provisions for families headed by minor parents

TITLE VIIBENEFIT IMPROVEMENTS

Sec 701 Periodic re-evaluations of need and payment standards
Sec 702 Encouragement of States to increase FSP benefit levels
Sec 703 Study of iew national approaches to welfare benefits for low-income families with eh Idren

TITLE VIIIMISCELLANEOUS PROVISIONS

Sec 80i Coordination of family support and food stamp policies
Sec 802 Uniform reporting requirements
Sec 803 State reports on expenditure and use of social service funds
Sec 804 Evaluation of education, training, and work programs and related programs
Sec 805 Demonstration program of grants to provide permanent housing le- famMes that would otherwise re-

quire emergency assistance
Sec 806 Child support demonstration project in New York State
Sec 807 Demonstration of family independence program in Washington State
Sec 808 Study of housing problems of FSP famtlie
Sec 809 Requirement of continued treatment for drug addiction or aleoholmm as condition of eligibility
Sec 810 Inclusion of American Samoa in FSP program
Sec 811 Increase in limitation on payments to Puerto Rico, the Virgin Islands, and Guam
Sec 812 Technical and conforming amendments relating to replacement of AFDC program by family support

program

SEC ? AFDC REPLACED BY FAMILY SUPPORT PROGRAM
The program under past A of title IV of the Social Security Act, heretofor? known

as the program of aid to families with dependent children, shall hereafter De known
as the Family Support Program. The aid payable to needy families with dependent
children in accordance with State plans approved under section 402 of such Act
shall hereafter be called family support supplements, or aid in the form of family
support supplements, as more specifically provided in the amendments made by this
Act, and all references to "aid" under such plans shall hereafter (to the extent that
they relate to periods on or after the date of the enactment of this Act) be deemed
to be references to such aid in the form of family support supplements

TITLE I-NATIONAL EDUCATION, TRAINING, AND WORK
(NETWORK) PROGRAM

SE(' 101 ESTAHIJ MEN1 oF NETWORK ramitAm
(a) STATE PLAN REQUIREMENT Section 402(a)(19) of the Social Security Act is

amended to read as follows
"(19) provide that the State has in effect and operation an education, training,

and work program approved by the Secretary as meeting all of the require-
ments of section 416,"

(61 ESTABLISHMENT AND OPERATION OF STATE PRO :RAMS Part A of title 1V of
such Act is amended by adding at the end thereof the following new section

"NATIONAL EDUCATION. TRAINING, AND WORK PROGRAM

"Sec 416 (a) PURPOSE It is the purpose of this section to assure that needy chil-
dren and parents obtain the education, training, and employment which will help
them avoid lo-ag-term welfare dependence

"(b) ESTABLISHMENT AND OPERATION OF PROGRAMS (1) As a condition of its par-
ticipation in the Family Support Program under this part, ewth State shall establish
and operate ar. education, training, and work program which has been approved by
the Secretary as meeting all of the requirements of this section, and shall rr ake the
program available in each political subdivision of the State where it is feasible to do
so after taking into account the number of prospective participants, the local econo-
my, and other relevant factors The Secretary's approval shall be based on a plan
setting forth and describing the program and estimating the number of persons to

'I
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be served, which shall be submitted by the State on or before the effective date ofthis section and which, if the State has determined that the program is :rot to beavailable in all of its political subdivisions, shall include appropriate justification forthat determination
"(2) Each State education, training, and work program under this section shall In-clude private sector and local government involvement in planning and programdesign to assure that participants are trained for jobs that will actually be availablein the community
"(3) The State agency which administers or supervises the administration of the

State's plan approved under section 402 shall be responsible for the operation andadministration of the State's education, training, and work program under this sec-tion
'14) Federal funds made available to a State for purposes of the program under

this section shall be used to augment and expand existing services and activities
which promote the purpose of thir: section, and shall not in whole or in part replace
or supplant any State or local funds already being e..pended for that purpose

"(c) PARTICIPATION.(1) Each adult recipient of family support supplements in theState who is not exempt under paragraph (4) shall be required to participate in theprogram under this section to the extent that the program is available in the politi-
cal subdivision where he or she resides and State resources otheiwise permit TheState agency shall take such action as ma ,T be P.cessary to ensure that each recipi-
ent of such supplements (including each such recipient who is exempt under para-graph (4)) is notified and fully informed concerning the education, training, and
work opportunities offered under the program

"(2) The State may require participation in the program under this section by re-
cipients who are not exempt under paragraph (4) (hereinafter referred to as 'manda-
tory participants'), and shall also extend the opportunity to participate in the pro-
rram to recipients who are exempt under paragraph (4) (hereinafter referred to as'volunteers'), The State shall actively encourage volunteers to participate in the pro-
gram, and shall from time to time furnish to the Secretary appropriate assurancesthat it is doing so

"(3) With the objective of making the most effective possible use of the State's re-
sources and identifying the families which most urgently need the services and ac-tivities provided under the rogram under this section, the program shall establish
(and the plan submitted under subsection (bill) shall designate) specific target popu-lations including

"(A) families with a teenage parent, and families with n parent who was
under 18 years of age when the first child was born,

"(B) families that have been receiving aid to families with dependent children
or family support supplements continuously for two or more years, and

"(C) families with one or more children under 6 years of age
For purposes of subparagraph (B), a family that has received aid to families with
dependent children or family support supplements for at least 20 months out of any
period of 24 consecutive months shall be treated as having received such aid or sup-
plements continuously during that period

"(4) The following are exempt from participation in the program under this sec-tion
"(A) an individual who is ill, incapacitated, or 60 years of age or over,
"(B) ah individual who is needed in the home because of the illness or inca-pacity of another family member;
"(C) the parent or other caretaker relative of a child under 3 years of age

(subject to the last sentence of this paragraph) except that
"(i) the State may not require participation in the program by a parent or

other caretaker relative of a child who has attained 3 years of age but not 6
years of age unles... day care is guaranteed to such relative and his or herparticipation is on a part-time basis,

"(n) the State shall permit and encourage participation in the program
(and waive the exemption provided by this subparagraph) in tne case of
parents and other caretaker relatives of children who have not attained 3
years of age, where day care is guaranteed to the relative involved and hisor her participation is on a part-time basis, and

"(in) the Secretary may permit the State at its option to require partici-
pation in the program sand waive the exemption provided by this subpara-g-aph) in the case of parents and other caretaker relatives whose youngest
child has attained 1 year of age but not 3 years of age if (I) the State dem-
onstrates to the satisfaction of the Secretary that appropriate infant carefor each such child who has not attained 3 years of age can be guaranteed

i
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within the applicable dollar linntations set forth in section 402(01), and (II)
such relative's participation will be on a part-time basis,

"(D) an individual who is working 20 or more hours a week,
"(E) a chi1,1 who is under the age of 16 or attending, full time, an elementary,

secondary, or vocational (or technical) school, except in the case of a minor
parent with respect to whom the State has exercised its option under section
417(c),

"(F) a woman who is pregnant, and
"(G) an individual who resides in an area of th,. State where the program is

not available
In the case of a two-parent family to which section 407 applies, the exemption under
subparagraph (Cl shall apply only to one parent or other caretaker relative, but the
State may at its option make such exemption inapplicable in any such case to both
of the parents or relatives involved (and require their participation in the program,
at least one of them on a full-time basis) if appropriate child care is guaranteed in
accordance with the applicable provisions of such subparagraph

"(5) If the caretaker relative or any dependent child in the family is already at-
tending (in good standing) a school or a course of vocational or technical training
designed to lead to employment at the time he or she would otherwise commence
participation (as a mandatory participant or volunteer) in the program under this
section, such attendance shall constitute satisfactory participation in the education-
al or training component of the program (by that caretaker or child) so long as it
continues, and the family support plan (entered into under subsection (f)) shall so
indicate The costs of such school or training shall not constitute federally reimburs-
able expenses for purposes of section 403 (but this sentence shall not prevent the
State from providing or making reimbursement for the cost of day care which is
necessary for such attendance in accordance with section 402(gX1))

"(d) PAIOhMES -(1) To the extent that the State's resources do not permit the in-
clusion in the program of all mandatory participants and volunteers, the selection
of the families to whom services are to be provided under the program under this
section shall be made (subject to subsection (1X3) and paragraphs (2) and (3) of this
subsection) in accordance with the following priorities

"(A) First priority shall be given to volunteers who are described in subpara-
graphs (A), (B), and (C) of subsection (cX3)

"(B) Second priority shall be give, to mandatory participants who are de-
scribed in subparagraphs (A), (B), and (C) of subsection (0(3)

"(C) Third priority shall be given to mandatory participants (not described in
subparagraph (B)) in families with older children

"(D) Fourth priority shall be given to volunteers not described in subpara-
graph (A)

"(E) Fifth priority shall be given to all other mandatory participants
For purposes of subparagraph (C), a family with older children' is a family in which
the youngest child is within two years of being ineligible for family support supple-
ments because of his or her age

"(2) Among the mandatory participants described in subparagraph (B), (C), or (E)
of paragraph (1), first consideration shall be given to those who actively seek to par-
ticipate in the program

"(3) In the case of a State which provides satisfactory assurances that it will make
available the resources to serve all mandatory participants and volunteers within a
3-year period after the effective date of this section paragraph (1) shall not apply
until the expiration of such 3-year period

"(e) ORIENTATION The State agency shall provide each applicant for family sup-
port supplements with orientation to the program under this section, including fall
information about the opportunities offered by the program and the obligations of
participants in the program (and including descriptions of day care services and
available health coverage transition options) Such orientation shall also be avail-
able at any time to recipients of family support supplements who did not receive
orientation under this subsectith, at the time of their initial application for such
supplements or who need additional information about the program

"(i) ASSESSMENT AND FAMILY SUPPORT PLAN The State agency shall make an ini-
tial assessment of the educational needs, skills, and employability of each partici-
pant 'n the program under this section, including a review of the family circum-
stances and of the needs of the children as well as those of the adult caretaker, and
on the basis of such assessment the State agency and the participating members of
the family (or the adult caretaker with respect to any such participant who is a
minor) shall negotiate a family support plan for the family The family support plan
shall set forth and describe all of the activities in which participants in the family
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will take part under the program, and shall, to the maximum extent possible and
consistent with this section, reflect the respective preferences of such participants

"(g) AGENCY-CLIENT AGREEMENT AND CASE MANAGEMENT -(1) Following the ini-
tial assessment and the development of the family support plan with respect to any
family under this section, the state agency ar 3 the participating members of the
family (or the caretaker relative in the family witn respect to participants who are
minors) shall negotiate and enter into an agency-chent agreement including a com-
mitment by the participants (or caretaker) to participate in the program in accord-
ance with the family support plan, specifying in detail the activities in which the
participants will take part and the conditions and duration of such participation,
and detailing all of the activities which tne State will conduct and the services
which the State will pro ide in the course of such participation The participants (or
caretaker) shall be given such assistance as may be required in reviewing and un-
derstanding the family support plan and the agency-chent agreement

"(2XA) Each participant shall be guaranteed an cpportunity for a fair hearing
before the State agency in the event of a dispute involving the contents of
family support plan, the contents cr signing of the agency-client agreement, thenature or extent of his or her participation in the program as specified therein, or
any other aspect of such participation which is provided for under this section (in-
cluding a dispute involving the imposition of sanctions under subsection (1) and theparticipant's right to conciliation before any such sanction is imposed); and the
agency-client agreement shall so provide

"(B) In no case shall any agency-chent agreement entered into pursuant to this
subsection give rise to a cause or action against the Federal Government or any offi-
cer or agency thereof if any party to such agreement fails to observe its terms

"(3) The State agency shall assign to each participating family a member of the
agency staff to provide case management services to the family; and the case man-
ager so assigned shall be responsible for (A) obtaining or brokering, on behalf of the
family, any other services which may be needed to assure the family's effective par-
ticipation, (B) monitoring the progress of the parti "ipant, and (C) Teriodically re-
viewing and renegotiating the family support plan and the agency-client agreement
as appropriate Amounts expended in providing case management services under
this paragraph shall be considered, for purposes of section 403(a)(3XC), to be expendi-
tures for the proper and efficient administration of the State plan

"(h) RANGE OF SERVICES AND ACTIVITIES -(1) In carrying out the program under
this section, each State must make available a broad range of services and activities
calculated to aid in carrying out the pure.. Je of this section, specifically including
(subject to the next to last sentence of this paragraph and to paragraph (2))-

"(A ) high school or equivalent education (combined with training when appro-
priate) designed specifically for participants who do not have a high school di-
ploma, except in the case of a participant who demonstrates a basic literacy
level and whose family support plan identifies a long-term employment goal
that does not require a high school diploma,

"(B) remedial education to achieve a basic literacy level, instruction in Eng-
lish as a second language, and specialized advanced education in appropriateppqpq,

"(C) group and individual job search as described in subsection (k),
"ID) on-the-job training,
"(E) skills training,
"(F) work supplementation programs as provided in subsection (14
"(G) community work experience programs as provided in subsection (j),

!:) job readiness activities to help prepare participants for work,
"(I) counseling, information, and referral for participants experiencing per-

sonal and family problems which rr-,;, be affecting their ability to work,
"(J) job development, job placement, and follow-up services to assist partici-

pants in securing and retaining employment and advancement as needed, and
"(K) other education and training activities as determined by the State and

all( ed by regulations of the Secretary
The State must in any event make available the services and activities described in
subparagraphs (A), (B), (C), (E), (H), (I), and (J) along with the services and activities
described in at least two of the remaining subparagraphs The provisions of para-
graphs (4' through (8) of this subsection shall apply with respect to all of the serv-
ices and activities described in this subsection

"(2) Any participant lacking a high school diploma shall be offered the opportuni-
ty to participate in a program which addresses the education needs identified in the
participant's initial assessment, including high school or equivalent education de-
signed specifically for participants who do not have a high school diploma, remedial
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education to achieve a basic literacy tivel, or instruction in English as a Second
Language, and both the family support plan and the agency-client agreement shal:
so provide Any other services or activities to which such a pa-ticipaat is assigned
under the agreement may not be permitted to interfere with his or her participation
in an appropriate education program under this paragraph

"(3) Children in participating families who are not themselves participants in the
program under this section shall be encouraged to take part in any of the education
or training programs available under the program, and the State must also provide
to such children additional services specifically designed to help them stay in school
(including financial incentives as appropriate), complete their high school education,
and obtain marketable job skills (Including services provided under a demonstration
program conducted pursuant to section 11:5(b)(1)) Training activitie^ in which such
children participate may not, however, be permitted to interfere with their school
attendance.

"(4)(A) Each assignment of a participant under the program shall be cons'stent
with the physical capacity, skills, experience, health, family responsibilities, and
place of residence of such participant

"(B) Before assigning a participant to any activity under the program, the State
shall assure that

"(1) appropriate standards for health, safety, and other conclitiofis are applica-
ble to participation in such activity,

"In) the conditions of participation in such acts t ity are reasonable, taking into
account the geographic region, the residence of the participant, and the profi-
ciency of the participant, and

"(in) the participant will not be required, without his or her consent, to travel
an unreasonable distance from his or her home or remain away from such
home overnight

"(5) No assignment under the program shall result in
"(A) the displacement of any currently employed worker or position (includ-

ing partial displacement such as a reduction in the hours of nonovertime work,
wages, or employment benefits), or result in the impairment of existing con
tracts for services or collective bargaining agreements,

"(B) the employment or assignment of a participant or the filling of a position
when (I) any other individual is on layoff from the same or any equivaleat posi-
tion, or (hi the employer has terminated the employment of any regular em-
ployee or otherwise reduced its workforce with the intention of filling the va-
cancy so created with a participant subsidized under this section, or

(C) any infringement of the promotional opportunities of any currently em-
ployed individual

"(6) The wage rate for any position to which a participant is assigned shall be at
least equal to the current pay scale for that position, or, if there is no current pay
scale for that position, shall be at least equal to the greater of the applicable Feder-
al or State minimum wage, and appropriate worker's compensation and tort claims
protection shall be pro- Sued to all participants on the same basis as such compensa-
tion and protection are provided to other employed individuals in the State

"c7HA) Each State agency shall establish and maintain a grievance procedure for
aealing with complaints about its programs and activities under this section from
participants, subgrantees, subcontractors, and other interested persons Hearings on
any complaint shall be conducted within 30 days after the date on which the com-
plaint is filed and a decision shall be made no later than 60 days after such date

"(B) The decision of the State agency may be appealed to the Secretary under the
procedures established in subparagraph (C), and the complaint itself may be ap-
pealed to the Secretary under such procedures if tnP State agency fails to make a
decision within the prescribed 60-day period

"(CH 1) Whenever an appeal to the Secretary, alleging that paragraph (4), (5), (6), or
(8) has been violated, is made under subparagraph (13)i copy of the complaint shall
be transmitted at the same time to the entity alleged to have committed the viola-
tion An opportunity shall be afforded to sc.ch entity to review the complaint and to
submit a reply to the Secretary within 15 days after receiving the copy of such com
plaint

"(II) An official who shall be designated by the Secretary shall review any com-
plaint submitted in accoraance with clause and conduct such investigation as
may be necessary, to ascertain the accuracy of the information set forth or alleged
and to determine whether there is substantial evidence that the affected activities
fail to con.dly with paragraph Ilr, or 18) Such official shall report his find-
ings and recommendations to the Secretary within 60 days atter commencing the
review and investigation
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"(In) The Secretary, within 45 days after receiving the report under clause (i)
shall issue a final determination as to whether a violation of paragraph (4), (5), (6),or (8) ha, lccurred

",iv) The Secretary shall institute proceedings to compel the repayment of anyfunds determined to have been expended in violation of paragraph 14), (5), 16), or (8)
"(D) The existence of the remedies provided by this section shall not preclude any

person who alleges that an action of a State agency violates any of the provisions of
this section from instituting a civil action or pursuing any other remedy authorized
under Federal, State, or local law

"(8) The State may not require a participant in the program to accept a position
under the program (as work supplementation or otherwise) if accepting the position
w.aild result in a net loss of income (including the Insurance value of any health
benefits) to the participant or his or her family

"(9) Program activities under this section shall be coordinated in each State with
programs operated under the Job Training Partnership Act and with any other rele-
vant employment, training, and education programs available in that State Appro
priate components of the State's plan developed under subsection (b)(1) which relate
to job training and workplace preparation shall be consistent with the coordination
criteria specified in the Governor s coordination and special services plan required
under section 121 of the Job Training Partnership Act The State plan so developed
shall be submitted to the State job training coordinating council not less than 90
days prior to its submission to the Secretary, for the purpose of review and com-
ment by the council on those provisions of the plan related to delivery of job train-
ing services and of coordinating activities under ells section with similar activitiesunder the Job Training Partnership Act

"(10) Program activities under this section shall be coordinated in each State with
existing early childhood education programs in that State

"(11) In carrying out the program under this section, the State may enter into
appropriate contracts and other arrangements with public and private agencies and
organizations for the provision or conduct of any services or activities made avail-able under the program

"(1) WORK SUPPLEMENTATION PROGRAMS 11) Any State may institute a work sup-
plementation program under which such State, to the extent it considers appropri-
ate, may reserve the sums which would otherwise be payable to participants in the
program under this section as family support supplements under the State plan ap-
proved under this part and use such sums instead for the purpose of providing and
subsidizing jobs for such participants (as described in paragraph (3)(C)(1) end (ail, as
an alternative to the supplements which would otherwise be so payable to themunder such plan

"(2)(A) Notwithstanding any other provision of law, Federal funds may be paid to
a State under this part, subject to the provisions of this section, with respect to ex-
penditures incurred in operating a work supplementation program onder this sub-section

"IB) Nothing in this part, or in any State plan approved under th;s cart, shall be
construed to prevent a State from operating (on such terms and conditions and in
such cases as the State may find to be necessary or appropriate) a work supplemen-
tation program in accordance with this subsection

"(C) Notwithstanding any other provision of law, a State may adjust the levels of
the standards of need under the State plan to the extent the State determines such
adjustments to be necessary and appropriate for carrying out a work supplementa-
tion program under this subsection

"(D) Notwithstanding any other provision of law, a State operating a work supple-
mentation program under this subsection may provicie th t the nesd standards in
effect in those areas of the State in which such program is in operation may be dif-
ferent from the need standards in effect in the areas in which such program is not
in operation, and such State may provide that the need standards for categories of
recipients of family support supplements may vary among such categories to the
extent the State determines to be appropriate on the basis of ability to participatein the work supplementation program

"(E) Notwithstanding any other provision of law, a State may make further ad-
justments in the amounts of the family support supplements paid under the plan to
different categories of recipients (as determined under subparagraph (D)) in order to
offset increases in benefits from needs-related programs (other than the State plan
approved under this part), to the extent the State determines such adjustments to
be necessary and appropriate to further the purposes of the work supplementation
program

i
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"(F) In determining the amounts to be reserved and used for providing and subsi-
dizing jobs under this subsection as described in paragraph (1), the State may use a
sampling methodology

"(G) Notwithstanding section 402(a)(8) or any other provision of law, a State oper-
ating a work supplementation program under this subsecticn may reduce or elimi-
nate the amount of earned income to be disregarded under the State plan to the
extent the State determines such a reduction or elimination to be necessary and ap-
propriate to further the purposes of the work supplementation program

"(3XA) A work supplementation program operated by a State under this subsec-
tion shall provide that any individual who is an eligible individual (as determined
under subparagraph (B)) shall take a supplemented job (as defined in subparagraph
(C)) to the extent that supplemented jobs are available under the program Pay-
ments by the State to individuals or employers under the program shall be treated
as expenditures incurred by the State for family support supplements under the
State plan for pu ases of section 403(a) (i) and (2), except as limited by paragraph
(4)

"(B) For purposes of this subsection, an eligible individual is an individual (not
exempt under subsection (04)) who is in a category which the State determines
should be eligible to participate in the work supplementation program, and who
would, at the time of his or her placement in the job involved, be eligible for family
support supplements under the State plan if such State did not have a work supple-
mentation program in effect

"(C) For purposes of this subsection, a supplemented job is
"(1) a job provided to an eligible individual by the State or local agency ad-

ministering the State plan under this part, of
"(II) a job provided to an eligible individual by any other employer for which

all or part of the wages are paid by such State or local agency
A State may provide or subsidize any job under the program under this section
which such State determines to be appropriate

"(D) At the option of the State, individuals who hold supplemented jobs under a
State's work supplementation program shall be exempt from the retrospective budg-
eting requirements imposed pursuant to section 402(a)(13)(AXii) (and the amount of
the aid which is payable to the family of such individual for any month, or which
would be so payable but for the family's participation in the work supplementation
program, shall be determined on the basis of the income and other relevant circum-
stances in that month)

"(E) Paragraphs (4) through (8) of subsection (h) shall apply with respect to assign-
ments of eligible individuals to supplemented jobs under this subsection

"(4) The amount of the Federal payment to a State under section 403(a) for ex-
penditures incurred in making payments to individuals and employers under a work
supplementation program under this subsection shall not exceed an amount equal
to the amount which would otherwise be payable hider paragraph (1) or (2) of such
section if the family of each individual employed in the program had received the
maximum amount of family support supplements payable under the State plan to
such a family with no income (without regard to adjustments under paragraph (2) of
this subsection) for a period of months equal to the lesser of (A) nine months, or (B)
the number of months in which such Individual was employed in such program Ex-
penditures so incurred shall be considered to have been made for family support
supplements under the State plan for purposes of section 403(a) (1) and (2)

(5XA) Nothil,g in this subsection shall be construed as requiring the State or
local agency administering the State plan to provide employee status to an eligible
indiv,Iral to whom it provides a job under the work supplementation program (or
witli respect to whom it provides all or part of the wages paid to the individual by
a iother entity under such program), or as requiring any State or local agency to
povide that an eligible individual filling a job position provided by another entity
under such program be provided employee status by such entity, during the first 13
weeks such individual fills that position

"(13; Wages paid under a work supplementation program shall be considered to be
earned income for purposes of any provision of law

"(6) Any State which chooses to operate a work supplementation program under
this subsection must provide that any individual who participates in such program,
and any child or relative of such individual (or other individual living in the same
household as such individual) who would be eligible for family support supplements
under the State plan approved under this part if such State did not have a work
supplementation program, shall be considered individuals receiving family support
supplements under the State plan approved under this part for purposes of eligibil-
ity for medical assistance under the State plan approved under title XIX.
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"(J) COMMUNITY WORK EXPERIENCE PROGRAMS -(INA) Any State which chooses to
do so may establish a community work experience program in accordance with this
subsection The purpose of the community work experience program is to provide
experience and training for individuals not otherwise able to obtain employment, in
order to assist them to move Into regular employment Community work expenencp
programs shall be designed to Improve the employability of participants through
actual work experience and training and to enable individuals employed under com-
munity work experience programs to move promptly Into regular public or private
employment Community work experience programs shall be limited to proje2ts
which serve a useful public purpose in fields such as health, social service, environ-
mental protection, education, urban and rural development and redevelopment, wel-
fare, recreation, public facilities, public safety, and day care To the extent pos,able,
the prior training, experience, and skills of a recipient shall be used in making ap-
propriate work experience assignments. Participants in a program under this sub-
section may not fill established unfilled position vacancies

"(B) A State which elects to establish a community work experience program
under this subsection shall operate such program so that each participant (as deter-mined by the State) either

"(i) works and undergoes training for a period not exceeding 6 moaths, with
the maximum number of hours that any such individual may be required to
work and undergo training in any month being a number equal to the amount
of the family support supplements payable with respect to the family of which
such individual is a member under the State plan approved under this part, di-
vided by the current hourly pay scale for the position in which the participant
works, or (if there is no current pay scale for that position) by the greater of the
applicable Federal or State minimum wage (and the portion of a recipient's ben-
efit for which the State is reimbursed by a child support payment shall not be
taken into account in determining the number of hours that such individual
may be required to work); or

"(ii) performs unpaid work experience and training (for a combined total of
not more than 30 hours a week) for a period not exceeding 3 months

Paragraphs (4) through (7) of subsection (h) shall apply with respect to the assign-
ment of participants to positions under this section

"(C) Nothing contained in this subsection shall be construed as authorizing the
payment of family support supplements in r this part as compensation for work
performed, nor shill a participant be entit,ed to a salary or to any other work or
training expense provided under any other provision of law by reason of his partici-
pation in a program under this subsection

"(D) Nothing in this part or in any State plan approved under this part shall be
construed to prevent a State from operating (on such terms and conditions and in
such cases as the State may find to be necessary or appropriate) a community work
experience program in accordance v.ith this subsection

"(E) Participants in community work experience programs under this subsection
may perform work in the public Interest (which otherwise meets the requirements
of this section) for a Federal office or agency with its consent, and, notwithstanding
section 1342 of title 31, United States Code, or any other provision of law, such
agency may accept such services, but such participants shall not be considered to be
Federal employees for any purpose

"(F) If at the conclusion of his or her participation in a community work experi-
ence program tile individual has not become employed, a reassessment with respect
to such individual shall be made and a new family support plan developed as pro-
vided in subsection (f) In no event shall any individual who has completed the work
and training activities described in clause 0) of subparagraph (B), or the work expe-
rience and training activities described in clause (n) of such subparagraph, be re-
quired to repeat such activities or be reassigned to perform work or undergo train.
ing under either such clause

"(2) The State shall provide coordination between a community Irk experience
program operated pursuant to this subsection, any program of job search under sub-
section (k), and the other work-related activities under the program established by
this section so as to insure that job placement will have priority over participation
in the community work experience program

"(3) In the case of any State which makes expenditures in the form described in
paragraph (1) under its State plan approved under section 402, expenditures for the
provision of training under a program under this subsecno 1, for purposes of section
403(a)(4) (and expenditures for the proper and efficient administration of the State
plan, for purposes of section 403(030, may not include the cost of making or acquir-
ing materials or equipment in connection with such training services or the cost of
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supervision of work or training under such progrnm, and may include only such
other costs attributable to such program as are permitted by the 'Secretary.

"(k) JOB SEARCH (1) The State fency shall establish and carry out a program of
job search for applicants and pai-ti ants in the program under this section

"(2) Participants in the program -,der this section shall be encouraged and may
be required to 'ake part in job seamn under this subsection, at such times, for such
periods, and in such manner as the State agency determines (in each particular
case) will be most effective in serving the special needs and interests of the inthvid-
ual involved and in carrying out the purpose of this section_ Job search by an appli-
cant may be required or provided for while his or her application is being processed;
Enid job search by a participant may be required or provided for after his or her
initial assessment, after his or her education or training, and at other appropriate
times durir:-; his or her participation in the program under this secion, as may be
set forth in the agency-client agreement entered into between such individual and
the State agency under subsection (gX1) and as otherwise provided by the State
igency No requirement imposed by the State under the preceding provisions of this
paragraph may be used as a reason for any delay in makirr a determination of an
individual's eligibility for family support supplements or in issuing L payment to or
on behalf of any individual who is otherwise eligible for such supplements.

"(3) Participation by an individual in job search under this subsection, without
pa ^ipation in one or more other services or activities offered under the program
under this section, shall not be sufficient to qualify as participation in the program
for any of the purposes of this section after it has continued for 8 weeks or longer
without the individual obtaining a job. In any such case (after 8 weeks of job search
without obtamin- 9 job) the individual mutt engage in training, education, or other
activities designed o impr, his or her prospects for employment, and the family
support plan developed una,r subsection (f) shall so prov,4e

"(I) SANCTIONS t1) If any mAndatory participant in the program under this sec-
tion fails without good cause to comply with any requirement imposed with respect
to his or her participation in such program

"(A) the needs of such participant (whether or not section 407 applies) shall
not be taken into account in making the determination with respect to his or
her family under section 402(aX7)

"(B) if such participant is a member of a family which is eligible for family
support supplements by reason of section 407, and his or her spouse is not par-
ticip;,ting in he program, the needs of such spouse shall also not be taken into
account in making such determination

The sanction described in subparagraph (A) (and the -anction described in subpara-
graph (B) if applicable) shall continue until the participant's failure to comply
ceases, except that such sanction shall continue r a minimum of 3 months if the
failure to comply is the participant's second or a subsequent such failure

"(2) "lo sanction shall be imposed under paragraph (1) until appropriate notice
thereof has been provided .1 the participant involved, and until conciliation efforts
have been made to discuss and resolve the participant's failure to coriply and to
determine whether or not good cause for such failure existed In any event, when a
failure t., cerrnly has continued for 3 months the St lte agency shall promptly
remind the participant in writing of his or her option to end the sanction by termi-
nating such failure

"13) If a vclunteer drops ow. of the program under this section after having com
menced part_ipation in such program, he or she shall thereafter be given no pron-
ty under subsection (d)

m) REGULATIONS Within 6 months after the date of the enactment of this sec-
tion, the Secretary shall is_die proposed reg lations for the purpose of implementing
and carrying out the progra under this section, including regulations establishing
uniform data collection requirements, and within 9 months after such date the Sec-
retary shall publish final regulations for that purpose Regulations under this sub-
section shall be developed by the Secretary in consultation with the responsible
State agencies described in subsection (103)

"(n) PERFORMANCE STANDARDS (1 ) Within one year after the date of the enact-
ment of this sect.,,n, the Secretary, in consultation with the Congress, the Secretary
of Labor, the States and localities, educators, and other interested persons, shall de-
velop and publish perfoi lance st lards for the program under this sec 'n Such
standards shall at a minimum

"(A) provide methods for measuring the degree to which States are targetinv
their programs to those individuals within each priority group ias described in
subsection (d)) who will have the most difficulty finding employment,
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"(B) provide methods for determining whether States are providing intensive
services under the program, tailored to the individual needs of participants and
fully calculated to produce self-sufficiency,

"(C) provide methods for measuring the degree to which States are placing
strong emphasis on participation by volunteers among the priority groups de-
scribed in subsection (d),

"(D) measure the cost effectiveness of the employment portion of the program
and the welfare savings that result from the program,

"(E) establish expectations for placement rates, including the minimum rate
at which participants within each priority group (as described in subsection (d))
are to be placed in jobs or complete their education or both,

"(F) take into account the extent to which the program results in job reten-
tion by participants, case closur^s, educational improvements, and placement in
jobs that provide health benefits,

"(G) give appropriate recognition to the likelihood that unemployment and
other economic factors will influence the success of the employment program,
and

"(H) take into account such other factors as are deemed important
The performance standards so developed ar.d piiwished shall be periodically re-
viewed by the Secretary and modified (in consul, pith the Congress) to the
extent necessary to reflect the continuing implementatm. c the program

"(2) The Secretary shall develop and transmit to the Congress, for appropriate leg-
islative action, a proposal for modifying the rate of the Federal payments to States
under section 403(aX4) so as to reflect the relative effectiveness of the various States
in carrying out the program under this section and achieving its purpose

"(o) CONTINUING EVALUATION The Secretary shall provide for the continuing
evaluation of the programs established under this section by the several States, in-
cluding their effectiveness in achieving the purpose of this section and their impact
on other related programs The secretary shall also

"(1) provide for the conch ct of research on ways to increase the effectiveness
of such programs, including research on

"(A) the effectiveness of giving priority to volunteers,
"(B) appropriate strategies for assisting two-parent families,
"(C) the wage rates of individuals placed in jobs as a result of such pro-

grams,
"(D) the approaches that are most effective in meeting the needs of spe-

cific groups and types of participants (such as teenage parents, older par-
ents, and families including disabled persons), and

"(E) the effect of targeting on families which include children below 6
years of age, and

"(2) provide technical assistance to States, localities, schools, and employers
who may participate in the pro ms and who request or :equire such assist-
ance

"(p) UNIFORM REPORTING REQUIREMENTS --The Secretary shall establish uniform
reporting requirements under which each State will be required period :ally to fur-
nish such information and data as the Secretary may need to ensure . hat the pur-
poses and provisions of this section are being effectively carried out, including at a
minimum the average monthly number of families participating in the program
under this section, the types of such families, the amounts expended under the pro-
gram (as family su wort supplements and otherwise) with respect to such families,
and the length of time for which such families are assisted The information and
data so furnished shell be separately stated with respect to each of the services and
activities enumerated n subsection (h) and with respect to each of the activities de-
scribed in subsections (1), (j), and (k)"
SEC 102 RELATED SUBST AM iv E AMENDMENTS

( a ) FEDERAL MATCHING RATES (1) Section 403(a) of the Social Security Act is
amended by inserting after paragraph (3) the following new paragraph

"(4) in the case of any State, an amount equal to 65 percent of the total
amount expended during such quarter fot education and training under the
program established pursuant to section 416, and"

(2) Section 403(a){3) of such Act is amended
(A) by striking out "and" after the comma at the end of subparagraph (B),
(B) by redesignating subparagraph (C) as subparagraph (D), and
(C) by inserting after subparagraph (B) the following new subparagraph
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"IC) one-half of so much of such expenditures as are Incurred in corn e-
bon with the administration of the education, training, and work program
under section 416, and"

(b) DEMONSTRATION AUTHORITY PROJECTS TO ENCOURAGE INNOVATIVE EDUCATION
AND TRAINING PROGRAMS FOR CHILDREN, TO TEST THE EFFECT OF EARLY CHILDHOOD
DEVELOPMENT PROGRAMS, AND TO TEST THE ELI'INATION OF THE 100-HOUR RULE
UNDER THE AFDC-UP PROGRAM Section 1115 of such Act is amended

(1) by Inserting "111" before In the case of in subsection (a),
(2) by striking out "(1) the Secretary" and "(2) costs" in subsection (a) and in-

serting in lieu thereof "(A) the Secretary" and "(B) costs", respectively,
(3) by striking out subsection (b),
(4) by redesignating subsection (c) as paragraph (2) of subsection (a), and in

such subsection as so redesignated by striking out "subsection (a)", "(I)", "(2)",
and "(3)" and inserting in lieu thereof "paragraph (1)", "(A)", "(B"', and "(C)",
respectively, and

(5) by adding at the end thereof the following new subsection
"(bN1) In order to encourage States to develop innovative education and training

programs for children receiving aid under State plans approved under section 402,
any State may establish and conduct one or more demonstration projects, targeted
to such children, designed to test financial Incentives and interdisciplinary ap-
proaches to reducing school dropout:, encouraging skill development, and avoiding
welfare dependence, and the Secretary may make grants to States to assist in fi-
nancing such projects Demonstration projects under this paragraph shall meet s .ch
conditions and requirements as the Secretary shall prescribe, and no such project
shall be conducted for a period of less than one year or more than 5 years

"(2)(A) In order to test the effect of in-home early childhood development pro-
grams and pre-school center-based development programs (emphasizing the use of
volunteers and including academic credit for student volunteers) on families receiv-
ing aid under State plans approved under section 402 and participating in the edu-
cation, training, and werk program under section 416, up to 10 States may under-
take and carry out demonstration projects utilizing such development programs to
enhance the cognitive skills and linguistic ability of children under the age of 5, to
Improve the communications Skills of such children, and to develop their ability to
read, write, and speak the English language effectively Demonstration projects
under this paragraph shall meet such conditions and requirements as the Secretary
shall prescribe, and no such project shall be conducted for a period of more than 3
years

"(B) The Secretary shall consider all applications received from States desiring to
conduct demonstration projects under this paragraph, shall approve up to 10 appli-
cations involving projects which appear likely to contribute significantly to the
achievement of the purpose of this paragraph, and shall make grants to the States
whose applications are approved to assist them in carrying out such projects

"IC) The Secretary shall submit to the Congress with respect to each project un-
dertaken by a State under this paragraph, after such project has been carried out
for one year and again when such project is completed, a detailed evaluation of the
project and of its contribution to the achievement of the purpose of this paragraph

"(3XA) In order to permit States to test whether (and the extent to which) elimi-
nating the 100-hour rule under section 407, and requiring parents under that sec-
tion to accept any reasonable job offers while preserving the eligibility of their fami-
lies for aid under the applicable State plan approved under section 402, would effec-
tively encourage such parents to enter the permanent work force and thereby sig-
nificantly reduce program costs, up to 5 States and 1(.2alities may undertake and
carry out demonstration projects under which

"(1) each parent receiving aid pursuant to section 407 is required to accept
any reasonable full- or part-time job which is offered to him or her, without
regard to the amount of the parent's resulting earnings as compared to the
level of the family's aid under the applicable State plan, and

"Iii) the family's eligibility under the plan is preserved notwithstanding the
parent's resulting earnings, so long as such earnings (after the application of
section 402(a)(8)) do not exceed the applicable State standard of need, without
regard to the 100-hour rule or any other durational standard that might be ap-
plied in defining unemployment for purposes of determining such eligibility

"1/3) The Secretary shall consider all applications received from States desiring to
conduct demonstration projects under this paragraph, shall approve up to 5 applica-
tions involving projects which appear likely to contribute significantly to the
achievement of the purpose of this paragraph, and shall make grants to the States
v, hose applications are approved to assist them in carrying out such projects

I'0
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"(C) Each demonstration project approved under this parngraph. shall provide for
the payment of aid under the applicable State plan, ar ,hough section 407 had been
modified to reflect the provisions of clauses and of subparagraph (A) but shall
otherwise be carried out in accordance with all of the requirem.alts and _onditions
of section 407 (and any related requirements and coiditions under part A of title
IV), and each such project shall me...t such other requirements and conditions as the
Secretary shall prescribe

"(4XA) Any demonstration project undertaken pursuant to this subsection
"(0 must be designed to improve the financial well-being of families with chil-

dren or otherwise improve the operation of the program or programs involved,
and

"Oa) may not permit modifications in any program whicn would have the
effect of disadvantaging children in need

"(B) There are authorized to be appropriated such sums as may be necessary to
enable the Secretary to make grants with respect to the demonstration projects
which are provided for under any of the preceding paragraphs of this subsection
(and for which an authorization in specific dollar amounts is not included in the
paragraph involved)"
SEC 103 TECHNICAL AND CONFORMING AMENDMENTS

(a) IN PART A OF TITLE IV (1) Section 402(a)8)1A )(iv( of the Social Security Act is
amended by striking out "(but excluding" and all that follows and inserting in lieuthereof a semicolon

(2) Section 402(aX9XA) of such Act is amended by striking out "B, C, or D" and
inserting in lieu thereof "B or D"

(3) Section 402(aX35) of such Act is repealed
(4) Section 403(aX3) of such Act is amended

(A) by striking out all of subparagraph (D) as redesignated by ,ection
102(aX2) of this Act) which follows "such expenditures" and inserting in lieu
thereof a comma, and

(B) by striking out all that follows "section 2002(a) of this Act" in the matter
following sach subparagraph and inserting in lieu thereof "other than services
furnished under section 416 or under section 402(g), and"

(5) Section 403(c) of such Act IF repealed
(6) Section 403(d) of such Act is repealed
(7) Section 407(bY,2XA) of such Act is amended by striking out "will be certified"

and all that follows down through "within 30 days" and inserting in lieu thereof
will participate or apply for participation in the natioral education, training, and

work program under section 416 within 30 days"
(8) Section 407(bX2XCX1) of such Act is amended by striking out ". unless exempt"

and all that follows down through "is not registered' and inserting in lieu thereof
"is not currently participating in the national education, training, and work pro-
gram under section 416, unless such parent ,s exempt uader section 416(c)(4), or, if
such parent is exempt under such section 416(cX4) and has not volunteered for such
participation as described in section 416(0(2), is not registered"

(9) Section 407(c) of such Act is amended by striking oat "to certify such parent"
and all that follows and inserting in lieu thereof "to participate in the national edu-
cation, training, and work program under section 4l

(10) Section 407(dX1) of such Act is amended by strihng out "under section 409"
and all that follows and inserting in lieu thereof "ander section 416(j),"

(11) Section 407(e) of such Act is repealed
(12) Section 409 of such Act is repealed
(13) Section 414 of such Act is repealed
(b) IN OTHER PROVISIONS -11) Section 471108)(Ai of such Act is amended by stri';-

ing out "A, B, C. or D" and inserting in lieu thereof "A, B. or 1)"
(2) Section 1108(b) of such Act is amended by striking out "section 4021a )119i" and

inserting in lieu the.,of "t,ection 416'.
(3) Section 19021aX101(AXIXI) of such Act is amend( i by striking out ",ection

414(g)" and inserting in lieu thereof "section 41610(6)"
SEC 104 EFFECTIVE DATE

The amendments made by this title shall become etfect(ta October 1, 1989, exceptthat
(1) if any State theretofore makes the changes in its State plan approved

under section 402 of the Social Security Act wh,ch are required in order to
carry out such amendments, and formally notifies the Secretary of Health and
Human Services of its desire to become subject to such amendments as o" the
first day of any calendar quarter beginning on or after the date on which the
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proposed regulations of the Secretary of Health and Human Services are pub-
lished under section 416(m) of such Act and before October 1, 1989, such amend-
ments shall become effective with respect to that State as of such first day,

(2) subsections (m), (n), (o), and (p) of section 3_16 of the Social Security Act (as
added by section 101(b) of this Act) shall be effective on the date of the enact-
ment of this Act, and

(3) section 1115(b)(3) of the Social Security Act (as added by section 102(b) of
this Act) shall become effective October 1, 1987

TITLE II-DAY CARE, TRANSPORTATION, AND OTHER
WORK-RELATED EXPENSES

SEC 201 PAYMENT OF EXPENSES BY STATES

(a) IN GENERAL -11) Section 402 of the Social Security Act is amended by adding
at the end thereof the following new subsection

"(g)(1)(A) Each State shall, for each family, either
"(I) provide day care for each dependent child, and incapacitated individual

living in the same home as a dependent child, receiving family support supple-
ments under the State plan and requiring such care, or

"(1) reimburse the caretaker relative in the family in advance whenever pos-
sible) for the costs of such care incurred in any month,

if aim' to the extent that such care (or reimbursement for the costs thereof) is deter-
mined by the State agency to be (I) t:trectly related to an individual's participation
in work, education, or training (including participation as a mandatory participant
or volunteer ir the program under section 416, and including participation in other
work, education, or training by individuals who are not participating in such pro-
gram by reason of exemptions granted under any of the subparagraphs in section
416(c)(41), (II) reasonably necessary for such participation, and (III) cost-effective
Amounts expended under the preceding provisions of this subsection (in providing
day ,re directly, or in making reimbursement for the costs of such care), to the
exte.., that such amounts do not exceed $175 eer month for any child age 2 or over
or $200 per month for any infant under age 2, shall be considered, for purposes of
section 4030:01; and (2), to be amounts expended as aid in the form of family sup-
port supplements under the State plan (and Federal contributions may be made
under section 403(a) vth respect to amounts so expended only to that extent)

"(B) No amount. shall be expended under subparagraph (A) for any child care
services involving more than 2 children at the same time unless such services meet
applicable standards of State .ind local law, and in any event unless such services
meet standards, established by the State, which at a minimum ensure basic health
and safety protections

"(C) Reimbursement for the costs of day care under subparagraph (ANTI) may be
accomplished through contracts or certificates, or through the disregarding of such
costs from the earned income of the family (within the applicable dollar limitations
set forth in subparagraph (A)) as though such disregarding were specifically provid-
ed for in section 402(3)(8) immediately after the disregards provided for in clauses
in and (iii) thereof and were applied to both applicants and recipients but only
vith respect to earned income not otherwise disregarded under the preceding provi-
sions of that section) No change made by a State in its method of reimbursing day
care costs may have the effect of disadvantaging individuals or families receiving
aid under the State plan on the date of the enactment of this subsection, by reduc-
ing their income or otherwise

"(D) For purposes of the first sentence of subparagraph (A), day care shall be con-
sidered 'cost-effective' only if it is furnished within the applicable dollar limitations
set forth in the second scutence of such subparagraph, but nothing in tl.is subsec-
tion shall be construed as preventing any State from making reimbursement from
its own funds (without any F'ederal contribution under section 403(a)) for day care
which is not furnished within such limitations

"(2)(A) In the case of an individual participating in the program of education,
training, and work under section 41(i (including participation in the form of job
search under subsection ,k) thereof), the State (in addition to providing day care or
reimbursing the costs thereof as provided in paragraph 110 shall reimburse the par-
ticipant (in advance whenever possible) for transportation and other work-related
costs incurred in any month, in an amount (subject to subparagraph (Ea) not exceed-
ing the dollar amount then in effect )fin purposes of disregarding earned income)
under section 402(a)(8)(A)(10
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"(B) In the case of a participant who must travel 100 miles or more to reach his or
her education or training site under the program, the reimbursement for transpor-
tation and other work-related costs under subparagraph (A) may be in an amount
up to twice the dollar amount referred to in that subparagraph

"(3) The Federal contribution with respect to day care, transportation, and other
work-related costs incurred by a State under this subsection shall be determined
under section 403(aY1) or (2) as though such costs had been incurred in paying aid in
the form of family support supplements, rather than under section 403(a)(3) or (4)

"(4) The value of any day care provided (or any amount received as reimburse-
ment for day care costs incurred) under paragraph (1)

"(A) shall not be treated as income of any person for purposes of any other
Federal or federally-supported program which bases eligibility for or the
amount of benefits upon need, and

"(B) may not be claimed as an employment-related expense for purposes of
the credit under section 21 of the Internal Revenue Code of 1986

(b) CONTINUATION AFTER ELIGIBILITY FOR AID CEASES -(1) Subparagraph (A) of sec-
tion 402(01) of such Act (as added by subsection (a) of this section) is amended by
inserting after the first sentence the following new sentence "The caretaker rela-
tive of any dependent child or incapacitated individual whose family ceases to be
eligible for family support supplements under the Sci.te plan as of the close of any
month (if at that time the family has earnings) shall continue to be entitled to reim-
bursement for the costs of any day care (subject to the applicable dollar limitations
specified in the succeeding sentence) which is determined by the State agency to be
reasonably necessary for his or her employment, for a period of 6 months after the
close of such month, under a sliding scale formula estdonshed by the State which
shall he based on the family's ability to pay (and under whicn such applicable dollar
!mutations are appropriately reduced to reflect such ability)

Subparagraph (D) of section 402(01) of such Act (as so added) is amended by
striking out "second" and inserting in lieu thereof "third"

(C) DEMONSTRATION AUTHORITY PROJECTS TO ENCOURAGE STATES TO EMPLOY FDC
MOTHERS AS PAID DAY CARE PROVIDERS, AND TO TEST THE EFFECT OF A LARGER Ex-
CLUSION OF AUTOMOBILES FROM RESOURCES Section 1115(b) of such Act (as added
by section 102(b) of this Act) is amended by redesignating paragraph (4) as para-
graph (6), and by inserting after paragraph (3) the following new paragraphs

"(4)(A) In order to encourage States to employ or arrange for the employment of
parents (of dependent children receiving aid under State plans approved under sec-
tion 402(a)) as providers of day care for other children receiving such aid, including
any training which may be necessary to prepare the parents for such employment,
up tc 5 States may undertake and carry ou' demonstration projects designed to test
whether such employment will effectively facilitate the conduct of the education,
training, and work program under section 416 by making additional day care serv-
ices available to meet the requirements of section 402(01) while affording signifi-
cant numbers of families receiving such aid a realistic opportunity to avoid welfare
dependence

"(131 The Secretary shall consider all applications received from States desiring to
conduct demonstration projects under this paragraph, shall approve up to 5 applica-
tions involving projects which appear likely to contribute significantly to the
achievement of the purpose of this paragraph, and shall make grants to those States
whose applications are approved to assist them in carrying out such projects Each
project under this paragraph shall meet such conditions and requirements as the
Secretary shall prescribe

"(5)( 4) In order to test the effect 01 increasing the maximum excludable value of
automobiles under State plans approved under section 402, up to 5 States may un-
dertake and carry out demonstration projects under which the resources of any indi-
vidual are determined as though the amount prescribed by the Secretary under sec-
tion 402(a)(7)(B) with respect to such individual's excludable ownership interest in
an automobile were the sa) e as the amount that could he excluded or disregarded
in similar circumstances under the Food Stamp Act of 1977 and such section
402(a)(7YB) shall be deemed to have been modified accordingly for purposes of any
such project) Demonstration projects under this paragraph shall meet such condi-
tions and requirements as the Secretary shall prescribe, and no such project shall be
conducted for a period of morc than 5 years

"(B) The Secretary shall consider all applications received from States desiring to
conduct demonstration projects under this paragraph, shall approve up to applica-
tions involving projects which appear likely to contribute significantly to the
achievement of the purpose of this paragraph, and shall make grants to the States
whose applications are approved to assist them in carrying out such projects Both
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urban and rural States must be Included among the States whose applications are
approved "
SEC 202 DEVELOPMENT OF NEW CHILD ( ARE RESOt R('ES

Each State agency achniniste.ing the education, training, and work program
under section 416 of the Social Security Act shall regularly assess the availability
and reliability of the child care services which are available to participants in such
program, and shall take such action as may be necessary or appropriate

(1) to develop new child care resources as the need may indicate, and
(2) to ensure the coordination of child care provided under section 402(gX1) of

the Social Security Act with other child care programs, including child develop-
ment programs

The actions required under the preceding sentence shall be taken by the State
agencyin cooperation with the agency of the State having jurisdiction over the pro-
vision of child care services, and shall reflect and take full account of the informa-
tion set forth in the reports submitted by the State under section 2006(c) of the
Social Security Act (as added by section 803 of this Act)
SEC 203 EFFECTIVE DATE

The amendments made by this title shall become effective October 1, 1987, except
that

(1) if the legislature of any particular State is not in regular session on the
data of the enactment of this Act, and State legislation is required to provide
the funds needed to carry out the amendments made by this title (or otherwise
to Implement such amendments) in that State, such amendments shall become
effective with respect to that State on the first day of the first fiscal year which
begins after the legislature has subsequently convened for a regular session
during which a budget is (or is scheduled to be) adopted by the State, and

(2) section 402(gX2) of the Social Security Act (as added by section 201(a) of
this Act) shall become effective on the date on which the amendment made by
section 101(b) of this Act becomes effective

TITLE III-REAL WORK INCENTIVES

SEC 301 CHANGES IN EARNED INCOME DISREGARDS

(a) IN GENERAL Section 402(a)(8) of the Social Security Act as amended by sec-
tion 103(aX1) of this Act) is further amended to read as follows

"(8)(A) provide (subject to subsection (g)(11(C)) that, with respect to any month,
in making the determinatrun under paragraph (7), the State agency

"(1) shall disregard all of the earned income of each dependent child re-
ceiving family support supplements who is (as determined by the State in
accordance with standards prescribed by the Secretary) a full-time student
or a part-time student who is not a full-time employee attending a school,
college, or university, or a course of vocational or technical training de-
signed to prepare him or her for gainful employment,

"(n) shall disregard from the earned income of any child or relative ap-
plying for or receiving family support supplements, or of any other individ-
ual (living in the same home as such relative and child) whose needs are
taken into account in making such determination, the first $100 of the total
of such earned Income for such month,

"(In) shall disregard from the earned income of any child or relative re-
ceiving family support supplements, or of any other individual (living in the
same home as such relative and child) whose needs are taken into account
in making such deter mination, an amount equal to 25 percent of the total
of such earned income not disregarded under any other clause of this sub-
paragraph,

"(iv) shall disregard the first $50 of any child support payments received
in such month with respect to the d' ndent child or children in any
family applying for or receiving family support supplements (Including sup-
port payments collected and paid to the family under section 457(b)),

"(v) may disregard the income of any dependent child or minor parent
applying for or receiving family support supplements which is derived from
a program carried out under the Job Training Partnership Act, but only in
such amounts and for such period of time (not to exceed 6 months with re-
spect to earned income) as the Secretary may provide in regulations,

"Ivil may disregard all or any part of the earned income of a dependent
child who is a full-time student and who is applying for family .,upport sup-
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plements, but only if the earned income of such child is excluded foi such
month in determining the family's total income under paragraph (18), and

"(vii) snail disregard any refund of Federal Income taxes made to a
family receiving family support supplements by roason of section 32 of the
Internal Revenue Code of 1986 (relating to earned income credit) and any
payment made to such a family by an employer under section 3507 of such
Act (relating to advance payment of earned income credit), and

"(B) provide that (with respect to any month) the State agency shall not disre-
gard, under clause (ii) or (iii) of subparagraph (A), any earned income of any one
of the persons specified in subparagraph (A)(11) if such person

"(1) terminated his or her employment or reduced his or her earned
income without good cause within such period (of not less than 30 days) pre-
ceding such month as may be prescribed by the Secretary,

"(n) refused without good cause, within such period preceding such
month as may be prescribed by the Secretary, to accept employment in
which he or she is able to engage which is offered through the public em-
ployment offices of the State, or is otherwise offered by an employer if the
offer of such employer is determined by the State or local agency adminis-
tering the State plan, after consulting with the employer, to be a bona fide
offer of employment, or

"On) failed without good cause to make a timely report as prescribed by
the State plan pursuant to paragraph (14)) to the State agency of earned
income received in such month,"

(b) INCREASES IN AMOUNTS To BE DISREGARDED ( Section 402 of such Act (as
amended by the preceding provisions of this Act) is further amended by adding at
the end thereof the following new subsection

"(hX1) Any State may at its option increase the dollar amount under clause (n) or
(iv) of subsection (a)(8)(A) or the percentage figure under clause (in) of such subsec-
tion (or increase boih of such dollar amounts, or either or both of such dollar
amouats as well as such percentage figure), effective on the first day of any calen-
dar quarter beginning on or after the effective date of this subsection, so long as
such increase (or the combination of such increases) does not have the effect of per-
mitting a family to be eligible for aid under the State plan for any month in viola-
tion of subsection (a)(18)

"(2) Whenever benefit amounts under title II are Increased by any percentage ef-
fective with any month as a result of a determination made under section 215(1), the
dollar amount under subsection (aX8XA)(11), as specified therein or as previously in-
creased under paragraph (1) of this subsection or this paragraph, shall be increased
by the same percentage (and rounded, when not a multiple of $1, to the next lower
such multiple), effective on the first day of the following month, but no increase
under this paragraph shall be effective to the extent that it woulti permit a family
to be eligible for aK1 under the State plan for any month in violation of subsection
(a)(18) "

(2) S^tion 457(bX1) of such Act is amended by inserting after "monthly support
payments" the following '"or suLh larger portion of the amounts so collected as the
State mar have established, for purposes of section 402(a)(8)(AXIvl under section
402(hX1)1'

(C) CONFORMING AMENDMENT Section 402(d) of such Act is repealed
SEC 302 EEEE(TI E DATE

The amendments made by section 301 shall be effective on and after October 1,
1988, except that if the legislature of any particular State is not in regular session
on the date of the enactment of this Act, and Stilte legislation is required to provide
the funds needed to carry out the amendments made by section 301 (or otherwise to
implement such amendments) in that State, such amendments shall become effec-
tive with respect to that State on the first day of the first fiscal year which begins
after the legislature has subsequently convened for a regular :,ession during which a
budget is (or is scheduled to be) adopted by the State

TITLE IV-TRANSITIONAL SERVICES FOR FAMILIES

SE( 101 MEDICAID E1.11:11111.1T1

Section 402(a) of the Social Security Act (as amended In the preceding provisions
of this Act) is further amended by striking out paragraph (37), and by Inserting
after paragraph (36) the following new paragraph
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"(37) provide that if any family ceases to receive family support supplements
under the State plan as of the close of any month (and at that time has earn-
ings), such family shall be treated for purposes of title XIX as continuing to re-
ceive such supplements for a period of 6 months after the close of such month;
except that (A) this paragraph shall not apply if the family's eligibility for such
supplements was terminated because of fraud or the imposition of a sanction,
(B) if at any time during such 6-month period

"(i) the family ceases to include a child who is (or would if needy be) a
dependent child, or

"(ii) any member of the family terminates his or her employment or re-
duces his or her earned income without good cause or refuses without good
cause to accept employment, or fails to cooperate with the State in estab-
lishing paternity or obtaining support or other payments as required by
paragraph (26XB),

such period shall automatically end (as of the close of the last month in which
the family ircluded such a child or at the close of the month in which such
termination, refusal, or failure occurred), and (C) sach 6-month period shall in-
clude, and not be in addition to, any period during which the family remains
eligible for assistance under such title XIX (after becoming ineligible for family
support supplements) under section 406(h) or 1902(e);"

SEC. 402. EFFECTIVE DATE.

The amendment made by section 401 shall apply with respect to families that
cease to be eligible for family support supplements on or after October 1, 1988;
except that if the legislature of any particular State is not in regular session on the
date of the enactment of this Act, and State legislation is required to provide the
funds -.eeded to carry out the amendment made by section 401 (or otherwise to im-
plement such amendment) in that State, such amendment shall apply in that State
only with respect to families that cease to be so eligible on or after the first day of
the first fiscal year which begins after the legislature has subsequently convened for
a regular session during which a budget is (or is scheduled to be) adopted by the
State

TITLE V-CHILD SUPPORT ENFORCEMENT AMENDMENTS

SEC 501 STATE GUIDELINES FOR CHILD SUPPORT AWARD AMOUNTS

(a) AUTOMATIC UPDATING OF GUIDELINES Section 467(a) of the Social Security
Act is amended by striking out "guidelines for child support award amounts within
the State" and all that follows and inserting in lieu thereof the following "guide-
liiii :. for child support award amounts within the State, along with procedures for
the periodic review and updating of all child support orders in accordance with the
procedures described in section 466(a)(10) The guidelines may be established by law
or by judicial or administrative action, and must be reviewed and updated if neces-
sary at least once every three years "

(b) GUIDELINES To CREATE REBUTTABLE PRESUMPTION Section 467(b) of such Act
is amended

(1) by inserting "(1)" after "(b)",
(2) by striking out ", but need no' be binding upon such judges or other offi-

c.als", and
(3) by adding at the end thereof the following new paragraph

"(2) There shall be a rebuttable presumption, in any judicial or administrative
proceeding for the award of child support, that the amount of the award which
would result from the application of such guidel nes is the correct amount o: child
support to be awarded A written finding or specific finding on the record that the
application of the guidelines would be unjust or inappropriate in a particular case
shall be sufficient to rebut the presumption in that case ".

(C) STATE LAW REQUIREMENTS. Section 466(a) of such Act is amended by inserting
immediately after paragraph (9) the following new paragraph

"(10) Procedures (including expedited procedures of the type described in
paragraph (2)) requiring

"(A) the uniform application of the guidelines established under section
467, and

'(B) the updating of child support orders at least once every two years on
the basis of the reapplication of the State's child support guidelines to the
current circumstances of the parties in accordance with the due process re-
quirements of the State, including at a m nimum the provision to both par-
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ties of all information necessary to determine a new award level under the
guidelines and notice and opportunity for a hearing if desired by either
party (but nothing in this paragraph or in such procedures shall require the
lowering of any support award fixed by contract between the parties)"

SEC 502 ESTABLISHMENT 01' PATERNITY

(a) IN GENERAL.-(1) Section 466(aX5) of Liie Social Security Act is amended by in-
serting "(A)" after "(5)", and by adding at the end thereof the following new sub-
paragraph.

"(B) Procedures under which the State is required (except in cases where the
individual involved has been found under section 402(aX26XB) to have good
cause for refusing to cooperate)

"(i) to establish the paternity of every child within the State who is a
member of a family receiving aid under the State plan approved under sec-
tion 402(a), as soon as possible after such child's birth but in any event
prior to such child's eighteenth birthday;

"(ii) to require the child and all other parties, in a contested paternity
case, to submit to genetic tests upon the request of any such party: and

"(iii) to use a 95-percent probability index from blood tests as a rebuttable
presumption of paternity "

(2) In the administration of the child support enforcement program under part D
of title IV of the Social Security Act, each State is encouraged to establish and im-
plement a simple civil process for voluntarily acknowledging paternity and a civil
procedure for establishing paternity in contested cases

(3) A State shall be deemed to have satisfied the requirement of section
466(aX5XBXi) of the Social Security Act in the fiscal year 1989 if the number of cases
in whici, paternity is established in that State in that fiscal year is at least 50 per-
cent higher than the number of such cases in the fiscal year 1986, and to have satis-
fied such requirement in any of the 4 fiscal years following the fiscal year 1989 if
the number of cases in which paternity is established in that State in that fiscal
year is at least 15 percent higher than the number of such cases in the preceding
fiscal year

(4) As of August 16, 1984, the requirements of section 466(a)(3i)(A) of the Social Se-
curity Act (as designated by paragraph (1) of this subsection) apply to any child for
whom paternity has not yet been established and any child for whom a paternity
action was brought but dismissed because a statute of limitations of less than 18
years was then in effect in the State

(b) IMPUTATION OF SUPPORT IN COMPUTING INCENTIVE PAYMENTS Section 458(c) of
such Act is amended

(1) by inserting "(1)" after "(c)";
(2) by redesignating paragraphs (1) and (2) as subparagraphs (Al and E), re-

spectively; and
(3) by adding at the end thereof the following new paragraph

"(2) In determining the State's combined FSP /non -FSP administrative costs for
tiny fiscal year under this section, the State shall be deemc, to be collecting st.pport
in the amount of $100 a month, for a period of up to 12 months, in every case in
which paternity has been established but actual collections have not commenced or
the a.nount being actually collected is less than $100 a month "
SEC 503 DEMONSTRATION PROJECTS TO ADDRESS VISITATION AND CUFTODY PROBLEMS

Section 1115()) of the Social Security Act (as added and amended by the preceding
provisions of this Act) is further amended by redesignating paragraph (6) as para-
graph (7), and by inserting after paragraph (5) the following new paragraph

"(6XA) In order to encourage States to identify the problems arising in connection
with visitation by absent parents and to address problems involving child custody,
to determine the magnitude of such problems, and to test possible solutions thereto
(including but not limited to the creation of special staffs of mediators to deal with
disputes involving court-ordered child access privileges or custody), any State may
establish and conduct one or more demonstration projects in accordance with such
terms, conditions, and requirements as the Secretary shall prescribe (except that no
such project may include the withholding of child support payments pending visita-
tion) No such project shall be conducted for a period of more than 3 years

"(B) The Secretary may make grants to any State, in amounts not exceeding
$5,000,000 per year, to assist in financing the project or projects established by such
State under this paragraph "
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SEC 504 DISREGARDING OF CHILD SUPPORT PA1 !BENTS FOR ESP PI RPOSES

(a) IN GENERAL Clause (iv) of section 402(aX8XA) of the Social Security Act (as
amended by section 301(a) of this Act) is further amended by striking out of any
child support payment, received in such month" and inserting in lieu thereof the
following "of any child support payment received in sucL month which was due for
that month, and the first $50 of any child support payment received in such month
which was due for a prior month if such payment was timely made when due by the
absent parent,"

(b) CONFORMING AMENDMENT Section 457(W) of such Act (as amended by sec-
tion 301(b)(2) of this Act) is further amended by inserting immediately before "shall
be paid" the following ", including a payment received in one month which was due
for a prior month if it was timely made when due by the absent parent,"
SEC 505 REQUIREMENT OF PROMPT STATE RESPONSE TO REQUESTS FOR CHILD SUPPORT AS-

SISTANCE.

(a) IN GENERAL Section 452 of the Social Security Act is amended by adding at
the end thereof the following new subsection

"(g) The standards required by subsection (01) shall establish limitations on the
period of time (after the determination of a family's eligibility for aid under a State
plan approved under section 402 or the filing of an application for services under
this part) within which a State must (1) respond to requests for assistance in locat-
ing absent parents or establishing paternity, and (2) begin proceedings to establish
or enforce child support awards "

(b) STATE PLAN REQUIREMENT Section 454 of such Act is amended
g) by striking out "and" after the semicolon at the end of paragraph (22),
(2) by striking out the period at the end of paragraph (23) and inserting in

lieu thereof ", and", and
(3) by inserting immediately after paragraph (23) the following new para-

graph
"(24) provide that the State will observe and comply with the time limits es-

tablished under section 452(g) "
SEC 506 AUTOMATED TRACKING AND MONITORING SI STEMS

(a) IN GENERAL Section 454 of the Social Security Act (as amended by section
505(b) of this Act) is further amended

(1) by striking out "and" after the semicolon at the end of paragraph (23),
(2) by striking out the period at the end of paragraph (24) and inserting in

lieu thereof "; and", and
(3) by inserting immediately after paragraph (24) the following new para-

graph.
"(25) provide that, if it does not already have in effect an autor data proc-

essing and information retrieval system meeting all of the requirements of
paragraph (16), the State

"(A) will submit to the Secretary by October 1, 1989 (for his review and
approval no later than October 1, 1990) an advance automatic data process-
inF planning document of the type referred to in that paragraph, and

'(B) will have in effect by October I, 1992, an operational automatic data
processing and information retrieval system meeting all the requirements
of that paragraph "

(b) REPEAL OF 90-PERCENT FEDERAL REIMBURSEMENT RATE FOR AUTOMATED DATA
SYSTEMS Effective October I, 1992, section 455(a)(1) of sach Act is amended by
striking out "an amount" and all that follows down through "except that" and
inserting it lieu thereof the following an amount equal to the percent specified in
paragraph (2) of the total amounts expended by such State during such quarter for
the operation of the plan approved under section 454, except f hat"
SEC 507 COSTS OF INTERSTATE: ENFORCEMENT DEMONSTRATIONS FACIA DED IN ('OMPt TING

INCENTIVE PAYMENTS

Section 458id) of the Social Security Act is amended by inserting immediately
before the period at the end thereof the following ", and any amounts expended by
the State in carrying out a special project assisted under section 455(e) shall be ex-
cluded"
SEC 506 FEDERAL MATCHING REDUCED FOR STATES WHICH ARE NOT IN COMPLIAN( E 1961

AMENDMENTS. AND INCREASE!) FOR STATES Ar IIH If REQI IRE: IMMEDI ATE INCOME
WITHHOLDING UPON ISSI ANCE OF COURT ORDER

Section 455(02) of the Social Securit' Act is amended-
11) by striking out "The percent' and inserting in lieu thereof "(A) Except as

provided in subparagraphs (B) and (C), the percent",
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(2) by redesignating the existing subparagraphs (A), (B), and (C) as clauses (1),
(n), and (in), respectively; and

(3) by adding at the end thereof the following new subparagraphs
"(B) In the case of a State that is not fully in compliance with the Child Support

Enforcement Amendments of 1984, as determined by the Secretary, at any time
after the expiration of 6 months after the date of the enactment of this subpara-
graph, the percent applicable to any quarter for purposes of paragraph (1) is 66 per-
cent

"(C) In the case of any State that has in effect a law (whether enacted before, on,
or after the date of the enactment of this subparagraph) under which

"(1) income withholding in accordance with section 466(3) is required in cases
where an individual residing in the State owes child support under a court
order issued or modified in the State on or after the date of the enactment of
such law (or under an order of an administrative process established by a law of
the State and issued or modified on or after that date), without the necessity of
any application therefor or of any determination as to whether or not such indi-
vidual is in arrears, and

"(n) an exemption from the requirement described in clause (i) is permitted in
any case where (I) one of the parties demonstrates, and the court (or adminis-
trative process) finds, that there is good cause not to require immediate income
withholding, or (ID a written agreement is reached between both parties which
provides for an alternative arrangement,

the percent applicable to any quarter for purposes of paragraph (1) for any fiscal
year (unless subparagraph (B) of this paragraph applies) is 70 percent "
SE(' 509 COMMISSION ON INTERSTATE ENFORCEMENT

(a) ESTABLISHMENT OF COMMISSION; PURPOSE There is hereby established a study
commission to examine the problems of interstate child support enforcement and to
develop a new model interstate law to facilitate and strengthen such enforcement

(b) MEMBERSHIP The commission shall consist of 15 members, as follows.
(1) Two Membcis of the Senate, one selected by the Majority Leader of the

Senate and the other by the Minority Leader of the Senate
(2) Two Members of the House of Representatives, one selected by the Speak-

er of the HJuse and the other by the Minority Leader of the House
(3) The Secretary of Health and Human Services
(4) A representative of the Commissioners on Uniform State Laws
(5) A dire2tor of a State child support enforcement agency
(6) A State or local prosecutor
(7) Scve.i advocates for or representatives of custodial and non-custodial par-

ents
The members specified in paragraphs (4) through (7) shall be selected jointly by the
Speaker of the House and the Majority Leader of the Senate in consultation with
the Minority Leader of the House and the Minority Leader of the Senate

(c) REPORT.No later than one year after the date of the enactment of this Act
the commission shall submit to the ?resident and the Congress a full and complete
report of the results of its study, including a draft of a model State law designed to
facilitate and strengthen interstate child support enforcement, along with such rec-
ommendatioas as the commission may halve for further legislative, administrative,
and other actions at every level

(d) AUTHORIZATION OF FUNDS There are authorized to be appropriated such sums
as may be necessary t carry out this section
SEC 510. STUDY OF CHILD-RAISING Ct.:-_,N

The Secretary of Health and Human Services shall conduct a study of the pat-
terns of expenditures ,,n children in two-parent families, in single-parent families
following divorce, and in single-parent families in which the parents were never
married, giving particular attention to the relative standards of living in households
in which both parents and all of the children do not live together The Secretary
shall submit to the Congress no later than two years after the date of the enactment
of this Act a full and complete report of the results of such study, including such
recommendations as the Secretary may have for legislative, administrative, and
other actions There are authorized to be appropriated such sums as may be neces-
sary to carry out this section
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SEC 511 DEMONSTRATION: PROJECTS TO TEST AMA NTAR1 NORIA, EDI C ATION AND TRAINING
FOR FATHEILS WHO %RE l'N ABLE TO PA1 CHILD SI PPORT

Section 1115(b) of the Social Security Act (as added and amended by the preceding
provisions of this Act) is further amended by redesignating paragraph (7) as para-
graph 02,, and by inserting after paragraph (6) the following new paragraph

"(7) In order to permit States to test methods of improving child support enforce-
ment in cases where the noncustodial parent is financially unable to meet his sup-
port obligations, any State may undertake and carry out a demonstration project
under which absent parents who owe child support, but whose income is insufficient
to pay such support, are encouraged by all possible means to participate in the
State's education, training, and work program established under section 416, in an
appropriate State program under the Job Training Partnership Act, or in a similar
program Demonstration projects under this paragraph shall be established and car-
ried out in accordance with such conditions and requirements as the Secretary shall
prescribe; and the Secretary shall make grants to the States conducting such
projects to assist in their financing "
SE(' 512 COLLECTION AND REPORTING OF CHILD St PPORT ENFORCEMENT DAT%

(a) IN GENERAL The Secretary of Health and Human Services shall collect and
maintain up-to-date statistics, by State, with respect to each of the services specified
it :,ubsection (b) (separately stated in the case of each such service for families re-
ceiving aid under plans approved under part A of title IV of the Social Security Act
and for families not receiving such aid), on

(1) 0- number of cases in the child support enforcement agency caseload
under part D of title IV of the Social Security Act which need the set vile in-
volved,

(2) the number of such cases in which the service has actually been provided,
and

(3) the number of cases described in paragraph (2) as a percentage of the
number of cases described in paragraph (1)

(b) SERVICES INVOLVE ' The services referred to in subsection (a) are
(1) paternity dm., ,ination,
(2) location of an sent parent for the purpose of establishing a child support

obligation,
(3) establishment of a child support obligation, and
(4) locati,m of an absent parent for the purpose of enforcing or modifying an

established child support obligation
SECT 13 ASSISTANCE IN LOCATING ABSENT PARENTS

(a) PROVISI01% OF INFORMATION BY SECRETARY OF LABOR The Secretary of Labor
shall make available to the Parent Locator Service established under section 453 of
the Social Security Act and to any State child support enforcement agency which
requests it, for child support enforcement purposes, from the cross-match system
used by the Secretary in determining eligibility for unemployment insurance and
accessed by INTERNET, all available information on the name, social security ac-
count number, current address, and place of employment of any specified individual

(b) REIMBURSEMENT The Parent Locator Service and each State (Auld support en-
forcemem agency, upon receiving information from the Secretary of Labor under
subsection (a), shall reimburse the Secretary for the reasonable cost of providing
such information (and, in the case of a State child support enforcement agency, such
reimbursement shall constitute an expenditure made for the operation of the plan
approved under section 454 of the Social Security Act)
SF:C 51L EFFECTIVE DATE

Except to the extent othe'wise specifically indicated, the amendments made by
this title shall become EffeclAve on the first day of the first calendar quarter which
begins one year or more after the date of the enactment of this Act

TITLE VI-PRO-FAMILY WELFARE POLICIES

SE(' Clfi REQUIREMENT THAT AID PRO, WEB %ITII RESPECT TO DEPENDENT CHILDREN IN
TWO-PARENT FAMILIES

(a) IN GENERAL Section 402(a) of the Social Security ALI, is amended
(1) by striking out and after the semicolon at the end of paragraph (38),
(2) by striking out the period at the end of paragraph (39) and inserting in

lieu thereof ", and", and
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(3) by inserting immediately after paragraph (39i the following new para-
graph.

"(40) provide that payments of family support supplements will be made
under the plan with respect to dependent children of unemployed parents, in
accordance with section 407

(b) CONFORMING AMENDMENTS (1) Section 407(b) of such Act is amended by strik-
ing out "(b) The provisions" and all that follows down through "ill requires" and
inserting in lieu thereof the following

' (b) In providing for the payment of family support supplements under the State's
plan approved under section 402 in the case of families which inch.de dependent
children within the meaning of subsection la) of this section, as required by section
402(aX40), the State's plan

"(I) shall require"
(2) Section 407(6112) of such Act is amended by striking out "provides' and in-

serting in lieu thereof "shall provide"
(C) QUARTERS OF WORK BASED ON EDUCATION OR TRAINING 11) Section 4071d)( I) of

such Act (as amended by section 103(a)(10) of this Act) is further amended
(A) by inserting "(A)" after "means a calendar quarter", and
(B) by inserting before the semicolon at the end thereof the following ", or (B)

if the State plan so provides (but subject to the last sentence of this subsection),
in which such individual (i) was in regular full-time attendance as a student at
an elementary or secondary school, (n) was in regular full-time attendance in a
course of vocational or technical training designed to fit him or her for gainful
employment, or (III) participated in an education or training program estab-
lished under the Job Training Partnership Act"

(2) Section 407(d) of such Act is further amended ; adding at the end thereof
(after and below paragraph (4)) the following new sentence
"No individual shall be credited during his or her lifetime (for purposes of subsec-
tion (b'll)1C)11)) with more than 4 'quarters of work' based on attendance in a course
or courses of vocational or technical training as describt-J in paragraph (I)(B)( in of
this subsection "

(3) Section 407(b)(1)(C)(1) of such Act is amended by inserting after "6 or more
quarters of work (as defined in subsection (d)011" the following ", including 2 or
more quarters of work as defined in subsection id)11)(A),"

(d) GAO STUDY The Comptroller General shall conduct a study of the adminis-
tration by the States of the family support program in cases involving unemployed
parents under section 407, with particular reference to the policies and regulations
governing the administration of such program in those cases, and shall recommend
to the Congress within 6 months after the date of the enactment of this Act such
changes in current law and regulation as in his judgment would make such admin-
istration less cumbersome and less prone to error in the payment of such aid There
are authorized to he appropriated such sums as "lay be necessary to carry out this
section

(e) EFFECTIVE DATE The amendments made by subsections (a), ib) and shall
become effective January 1, 1990
SE( 602 SPECIAL PRO% !SHINS FOR EMILIEs HE %DEO I MINOR P %RE \ Ts

(a) CASE MANAGEMENT SFRVi( F.S, LIVING AKKANGEMENTs AND Pm MENTS OF Ain
(1) Sv:tion 4021a) of the Social Security Act i., amend-.A bs inserting after parrigiriph
(28) the following new paragraph

"(29) provide for the assignment of a case manager to each family which is
receiving family support supplements under the plan and which is headed by a
minor parent, as described in section 117, and include the other provisions and
conditions roquired by that section,"

(2) Part A of title IV of such Act las amended by section 101(M of this Act) is fur-
ther amended by adding at the end thereof the following new section

"SPECIAL PROVISIONS Eolt FAMILIES HEADED KY MINOR PARENT:.

"Six 417 (a)(1) The State agency shall assign an individual case manager to each
family, receiving f. ally support supplements under the State's plan approved under
section 402, which Is headed by a minor parent The case manager so assigned shall
be responsible for assuring that the family receives and effectively uses all of the
aid and services which are available to It under the plan and under related laws
and programs, and for supervising and monitoring the provision and use of such aid
and services Each case manager assigned under this subsection shall maintain a
caseload sufficiently small to assure the provision of intensive services to and close
supervision of the families to which he or she is assigned
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"(2) If the family is partici, ting in the program under section 41g, only one case
manager shall be assigned to perform all case management functions for the family

"IbX1RA) Each family headed by an unmarried minor parent shall be requirt'
live with a parent, legal guardian, or other adult relative of such minor parent r
a foster home, maternity home, or other supportive living arrangement, except, tc
the extent that the State agency determines that it is impo&uble or inappropriate to
do so (as more particularly described in subparagraph (B)) The case manager ES-
signed to the family may in any event require that payments of family support st is-
plements with respect tr the family be made when appropriate to a xl pa.ty in
the manner described in section 406(bX2) (which in such a case shall be without
regard to clauses (A) through (D) thereof), and if the minor parent is not living
under adult supLintision, and an appropriate relative or other representative payee
cannot be found, the case manager may serve as representative payee

"(B) The State agency may determine that it is impossible or inappropriate for a
minor parent to live with a parent or legal guardian if

"(i) the minor parent has no 11,-ng parent or legal guardian whose where-
abouts are known,

"(u) the health or safety of the minor parent or the child would be jeopard-
ized if they lived with the parent or guardian, or the living conditions of the
parent or guardian are overcrowded,

"(iii) the parent or guardian refuses ro allow the minor parent and child to
live in his o. her home, or

"(iv) the minor parent has lived apart from the parent or guardian for at
least a year prior t, the birth of the child or prior to making application for
supplements under the plan

"(21 In any case where the parent with whom the minor parent is living is also
eligible for family support supplements (by reason of rl.e presence in the household
of one or more other children of such parent), the State must provide (notwithstand-
ing paragraph (38)1 that the minor parent and the minor parent's child or wildrea
constitute a family unit separate from that of the minor parent's parent and such
other children

"(c) The State may at its option tl) require school attendance by the minor parent
on a part-time bars as a condition of such parent's eligibility for aid under the
State plan, or (2) require that the minor parent participate in training in parenting
and family living skills, including nutrition and health education, as a condition of
such eligibility (without regard to the age of the child or children), but in either case
only if and to the extent that day care for the child or children is guaranteed (and is
,uaranteee. witnin the applicable dollar limitations set forth in secticn 402(g) if the
child or any of the children is below 3 years of age)

"td) Amo Lilts expended by a State under this section in providing case manage-
ment services with respec' to families headed by minor parents shall be considered,
for purrtoses of section 403(a (3)(D), to be expenditures for the proper and efficient
administration of the State plan

"(e) For purposes of this section, the term 'minor parent' means a parent who has
not yet attained the age of 18

(b) REPEAT OF PROVISION ATTRIBUTING GRANDPARENT'S INCOME TO DEPENDENT
CHILD IN MINOR PARENT FAMILY Section 402(a) of such Act is further amended by
striking out paragraph ;39)

(c) EFFECTIVE DATe. The amendments made by this section shall become effective
on October 1, 1987

TITLE VII-BENEFIT IMPROVEMENTS

SE( 701 PER101)1( RE ES AI I STIONS OF NEED AND I' 1,1 NiEsT sTANI) %lips

Section 402 of the Social Security Act as amended by the preceding provisions of
this Act) is further amended by adding at tf end thereof the following new subsec-
tion

"(1) Eath State shall annually re- evaluates its need standard ana its payment
standard under the family suppoi - program, giving particular attention to whether

not the amount which it has assumed to be necessary for sht , setting such
standards, is adequate in the I'ght of cut rent housing costs in the Stare and in dif-
ferent regions within the Stat The resLlt of each such re-evaluat shall be re-
ported by the State to the Secretary, to the Congress, and to the publ,



SEC 702 ENCOURAGEMENT OF STATES TO INCREASE FSP BENEFIT LEI ELS
(a) IN GENERAL (1) Section 403 of the Social Security Act is amended by adding

at the end thereof the following new subsection
"(kX1XA) In the case of any State which, effective on or after October 1, 1988, in-

creases the level of the family support suppl le Its which are payable under its ap-
proved State plan, the percentage of the total amount expended during any quarter
as family support supplements under such plan which would otherwise be payable
to the State (without regard to this subsection) as the Federal share of such expendi-
tures under subsection (a) (1) or (2) (with or without the application of section 1118),
to the extent that the total amount so expended is attributable to such increase,
shall be equal to the percentage of the Federal share of the expenses attributable to
such increase, as it would be determined by the application of subsection (a) (1) or
(2) without regard to this subsection, increased by 25 percent (but not to more than
90 percent)

' (B) If the increase involved becomes effective on the first day of a quarter, sub-
paragraph (A) shall apply with respect to expenditures made on and after such first
day. If the increase becomes effective at any other time during a quarter, subpara-
graph (A) shall apply only with respect to expenditures made on and after the fi)st
day of the following quarter.

'(C) The resulting net Federal share of the total amounts expended during such
quarter as family support supplements under the State plan (including both the ex-
penditures to which this paragraph applies and the expenditures to whic.) it does
not) shall be determined as provided in paragraph (2)

"(2XA) Whenever a State (effective on or after October 1, 1988) increases the level
of the family support supplements which are payable under its approved State plan,
the Secretary shall determine with respect to each particular size of family sepa-
rately specified under the plan (assuming for this purpose that no family has any
other income)

"(i) the level of such supplements (expressed as a monthly dollar amount) as
of September 30, 1988,

"(II) the level of such supplements (expressed as a monthly dollar amount) im-
mediately after such increase becomes effective,

"(Iii) the dollar amount of the increase (if any) in such revel; and
"(iv; the percentage of the State's total FSP caseload (le , of the total number

of families receiving family support supplements under the plan) which is rep-
resented by families of that particular size

"(B) The Federal share of the expenditures which are made as family support sup-
plements under the State plan with respect to families of any particular size during
any quarter commencing with the later of the quarter beginning October 1, 1988, or
the first quarter in which the increase is effect-ye, and which (if any) are attributa-
ble to such increase, shall be a percentage equal to

"(1) the sum of (I) the level determined under subparagraph (A)(i) for such
families multiplied by the net Federal percentage determined under subsection
(a) (1) or (2) or section 1118 %vie:out regard to this subsection, and (II) the
amount of the increase (if any) determined under subparagraph (AXiii) for such
families multiplied by the percentage of the Federal share of the expenditures
attributable to such increase as determined under paragraph (1XA),

divided by
"Oil the level determined under subparagrap' (Alm),

with the resulting quotient multiplied by--
"MI) the percentage of the State's total FSP caseload which is represented by

families of that particular size as determined under subparagraph (A Xiy)
"(C) The net Federal share of the total amounts e cpended during the quarter in-

volved as family support suppEements under the State's approved plan for purposes
of subsection (a) (1) or (2) shalt be a percentage equal to the sum of the percent, ges
determined for all family sizes by the application of clauses (ii), and (iii) of sub-
paragraph (B) to families of each such size separately, and the percentage of such
net Federal share as so determined shall be in lieu of the percentage which would
otherwise be applied under subsection (a) (1) er (2) or under section 1118 "

(2XA) Section 403(a) of such Act is amended by striking out an amount equal to"
in paragraphs (1) and (2) and inserting in lieu thereof in each instance an amount
(subject to subsection (k)) equal to"

(B) The first sentence of section 1118 of such Act is amended by inserting "(subject
to section 401(k))" after "be determined"

(3) The Secretary of Health and Human Services shall monitor and study the im-
plementation of the amendments made by ens subsection and the effect of such
amendments on benefit levels and related aspects of the program under part A of
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title IV of the Social Security Act, and shall submit to the Congress on or before
October 1, 1991, and again on or before October 1, 1993, a detailed report on such
implementation and effect

(b) PROHIBITION AGAINST BENEFIT REDUCTIONS SetAIOD 402(a) of such Act (as
amended by sections 601(a) and 602(b) of this Act) is further amended by inserting
after paragraph (38) the following new paragraph

"(39) provide that the State will not reduce the level of the aid payable under
the State plan to families of any size or composition below the level in effect for
such families on June 10, 1987 (or below a level scheduled tri become effective
for such families after that date (and on or before September 30, 1988) under a
State law enacted on or before June 10, 1987); and"

SEC 703. STUDY OF NEW NATIONAL APPROACHES TO WELFARE BENEFITS FOR LOW-INCOME
FAMILIES WITH CHILDREN.

(a) IN GENERALThe Secretary of Health and Human Services shall enter into a
contract or arrangement with the National Academy of Sciences for the study of a
new national system of welfare benefits for low-income families with children,
giving particular attention to what an appropriate national minimum benefit might
be and how it should be calculated. The study shall give consideration to alternative
minimum benefit proposals including proposals for benefits based on a family living
standard, on weighted national median income, on State median income, and on the
poverty level, and shall take into account the probable impact of a national mini-
mum benefit on individuals and on State and local governments.

(b) METHODOLOGY.(1) The study under this section shall include the development
of a uniform national methodology which could be used to calculate State-specific
family living standards and benefits based on other minimum benefit proposals

(2) The methodology so developed shall be designed to identify a single uniform
measure suitable for application in each State, and shall

(A) take into account actual living costs in each State while permitting var-
iances in such costs as between the different geographic areas of the State;

(B) take into account variations in actual living costs in each State for fami-
lies of different sizes and composition; and

(C) specify an effective process for reassessing and updating Joth the method-
ology and the resulting family living standards and benefits based on other min-
imum benefit policies at least once every four years.

(3) The methodology so del, ;loped shall reflect the costs of basic necessities includ-
ing housing, furnishings, fooa, clothing, transportation, utilities, and other mainte-
nance items; and the study shall take into account variations in costs for different
geographic areas of the State where such costs may be substantially different, and
variations in costs for families of different sizes and composition.

(c) OTHER CONSIDERATIONS; PROGRESSION TO PROPOSED MINIMUM BENEFIT
LEVELS In order to assess the implications of States moving to a new system of
welfare benefits, the study shall include an analysis of the relationship between a
State's fiscal capacity and other circumstances and constraints and the application
of a full family living sta.,clard or other minimum benefit policy. The study shall
propose a formula designed to achieve a uniform progression from the level of as-
sistance currently being provided for low-income families with children under the
family support program, the food stamp program, and the low-income energy assist-
ance program, by each State, to a level based on the full family living standard or
other minimum benefit policy for that State For this purpose the Secretary shall
define the term "low-income families with children" in a manner which reflects all
families that include dependent children as defined for purposes of the family sup-
port program.

(d) REPORT AND RECOMMENDATIONS The Academy shall report its recommenda-
tions resulting from the study under this section to the Secretary no later than 24
months after the date of the enactment of this Act, and the Secretary shalt prompt-
ly trans nit such recommendations to the Congress

(e) AUTHORIZATION OF FuNns.There are authorized to be appropriated such sums
as may be necessary to carry out this section

TITLE VIII-MISCELLANEOUS PROVISIONS

SE( 001 COORDINATION OF FAMILY SUPPORT AND FOOD STAMP POLICIES

(a) APPOINTMENT AND MEMBERSHIP OF COMMISSION There is hereby established
Commission on the Coordination of Family Support and Food Stamp Policies (here-
inafter referred to as the "Commission"), consisting of 15 members as follows

(1) The Secretary of Health and Hum, n Services

t
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12) The Secretary of Agriculture.
(3) Two Members of the Senate, one selected by the Majority Leader of the

Senate and the other by the Minority Leader of the Senate
(1) Two Members of the House of Representntives, one selected by the Speak-

er of the House and the other by the Minority Leader of the House
(5) Two State Governors, one selected jointly by the Speaker of the House and

the Majority Leader of the Senate and the other selected jointly by the Minority
Leader of the House and the Minority Leader of the Senate

(6) Seven other members, including State and local officials responsible for ad-
ministering the family support and food stamF programs, representatives of
welfare advocacy organizations, and individuals with demonstrated expertise in
welfare policy, to be selected jointly by the Speaker of the House and the Major-
ity Leader of the Senate in consultation with the Minority Leader of the House
and the Minority Leader of the Senate.

(b) PURPOSE.It shall be the purpose of the commission
(1) to study and consider the policies and definitions being implemented or

used (under law or administrative practice) in the administration of the family
support program under pa-t A of title IV of the Social Security Act and those
being so implemented or used in thf administration of the food stamp program
under the Food Stamp Act of 1971;

(2) to identify the policies and definitions being implemented or used under
each such program which are inconsistent or in conflict with those being imple-
mented or used under the other; and

(3) to make recommendations for developing common policies and definitions
for use under both programs and thereby eliminating such inconsistency or con-
flict to the maximum extent possible.

(c) REPORT.The commission shall submit to the President and the Congress
within one year after the date of the enactment of this Act a full and complete
report on its study under this section, including its recommendations for such legis-
lative, administrative, and other actions as may be considered appropriate

(d) AUTHORIZATION OF FUNDS There are authorized to be appropriated such sums
as may be necessary to carry out this section
SEC 802. UNIFORM REPORTING REQUIREMENTS

Section 403 of the Social Security Act is amended by inserting immediately before
subsection (f) the following new subsection.

"(e) In order to assist in obtaining the information needed to carry out subsection
(bX1) and otherwise to perform his duties under this part, the Secretary shall estab-
lish uniform reporting requirements under which each State will be tequired peri-
odically to furnish such information and data as the Sec, etary may determine to be
necessary to ensure that sections 402(aX37), 402(g), and 417 are being effectively im-
plemented, including at a minimum the average monthiy number of families assist-
ed under each such secti,,,,, the types of such families, the amounts expended with
respect to such families, and the length of time for which such families are assisted
The information and data so furnished with respect to families assisted under sec-
tion 402(g) shall be separately stated with respect to families who have earnings and
those who do not, and with respect to families who are receiving aid under the State
plan and those who are not "
SEC 803 STATE REPORTS ON EXPENDITURE AND I SE OF SOCIAL SERN 'CPS FUNDS

Section 2006 of 'Ile Social Security Act is amended
(1) by striking it that part of the second sentence of subsection (a) which

precedes "as the State finds necessary" "nd inserting in lieu thereof "Reports
shall be prepared annually, covering the most recently completed fiscal year,
and shall be in such form and contain such information (including but not limit-
ed to the informat.on specified in subsection (c))",

(2) Ly redesignating subsection (c) as subsection (d), and
(3) by inserting after subsection (b) the following new subsection

"(c) Each report prepared and transmitted by a State under subsection (a) shall
set forth (with respect to the fiscal year c.,vered by the rep3rt)

"(1) tne number of individuals who received services paid for in whole or in
part with funds made available under this le, showing separately the number
of children and the number of adults who received such services, and broken
down in each case to reflect the types of services and circumstances involved,

"12) the amount actually spent in providing each such type of service, showing
separately for each type of service the amount spent per child recipient and the
amount spent per adult recipient,
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"(3) the criteria applied in determining eligibility for services (such as income
eligibility guidelines, sliding fee scales, the effect of public assistance benefits,
and any requirements for enrollment in school or training programs); and

"(4) the methods by which services were provided, showing separately the
services provided by public agencies and those provided by private agencies, and
broken down in each case to reflect the types of services and circumstances in-
volved

The Secretary shall establish uniform definitions of services for use by the States in
preparing the information required by this subsection "
SEC 804 E'ALGATION OF EMPLOYMENT, TRAINING, AND WORK PROGRAMS AND RELATED PRO-

GRAMS

(a) STATEMENT OF PURPOSE It is the view of the Congress that there is now a
broad national consensus c the importance of work and preparation for work as a
means of avoiding the dependency often associated with poverty. In recent years,
the Si ^s have undertaken impressive new job search, education, training, and em-
ployment programs designed to help welfare recipients achieve financial independ-
ence. Evaluations of these programs provide some reason to think they may be suc-
cessful in moving welfare recipients into the workforce In enacting this Act the
Congress is attempting to help the States pursue these programs by providing gen-
erous new resources and a great deal of flexibility in designing and implementing
the p-ograms In addition, the Congress is granting the States great latitude in
using funds currently addressed to meeting the needs of low-income citizens and
citizens living in poverty But the Congress alsb intends to learn as much as possible
from this new investment of public funds and this new enrichment of Federal-State
relations In recent years the Congress has profited from the knowledge produced by
large-scale evaluations; it is the intent of the Congress to pursue the strategy of
careful evaluation of social programs in order to improve and perfect the legislation
upon which these programs are based It is the purpose of this section to carry out
this objective

(b) ESTABLISHMENT OF INTERAGENCY PANEL.Within 3 months after the enact-
ment of this Act, the Secretary of Health and Human Services shall convene an
Interagency Panel consisting of representatives from the Office of Management and
Budget, the Congressional Budget Office, the Congressional Research Service, and
the General Accounting Office The Panel shall meet periodically to design, imple-
ment, and monitor a series of implementation and evaluation studies to assess the
methods and effects of the programs initiated under this Act Insofar as possible,
the Panel shall wcrk in a collegial fashion, but if consensus cannot be reached
among Panel members on particular decisions the Secretary of Health and Human
Services is authorized to make all final decisions about program design, use of con-
tractors, conduct of particular studies, and any other matters which may come
before the Panel

(c) ADVISOR? BOARD Within 6 months after the enactment of this Act, the Inter-
agency Panel shall select and appoint an advisory board of not more than 12 mem-
bers The advisory board shall include representatives of business, labor, academia,
children's groups, State government, local government, welfare rights organisations,
religious organizations, and community self-help organizations The advisory boa' d
shall meet at least twice during the first year following its formation and at least
once a year thereafter It shall be the function of the advisory board to provide the
Interagency Panel with advice and counsel on all aspects of its operation

(d) OPERATION OF INTERAGENCY PANEL (1) The Interagency Panel shall identify
the significant questions to be pursued in its studies, and shall also adopt an overall
design that maximizes the knowledge gained from contrasts and comparisons be-
tween the individual studies The Panel shall make special efforts to coordinate
with the States and to use control groups and other methods of scientific evaluation
whenever possible

(2) The Panel may request the Secretary of Health and Human Services to supply
any information, in the possession of or available to the Secretary, which may be cf
assistance in carrying out the Panel's functions under this section, and may request
the Secretai to obtain any such information from States by requiring its inclusion
in any of the State reports provided for under this Act or otherwise provided for by
law To the maximum extent possible, the Secretary shall comply with any request
received from the Panel under this subsection

(e) REPORTS The Interagency Panel shall report to the Congress and the Presi-
dent at such times as it sees fit to do so, but at least once each year, during the 5-
year period beginning on the date of the enactment of this Act The first such report
shall cover the implementation of the programs under this Act during the period
prior to the submission of that report, and the subsequent reports shall include an
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overview of each study the Panel it has conducted or authorized, an overall assess-
ment of the State programs initiated under this Act, and a set of specific recommen-
dations to the Congress and the President on needed changes in legislation, regula-
tions, and program administration at the State and Fed, ral levels The final report
shall cover the first four years of program implementation and shall be published
no later than five years after the enactment of this Act

(f) AUTHORIZATION OF APPROPRIATIONS There is authorized to be appropriated
the total sum of $20,000,000 to enable the Panel to perform its functions during the
first five years of its existence
SEC 805 DEMONSTRATION PROGRAM OF GRANTS To PROVIDE PERMANENT HOUSING FOR FAMI-

LIES THAT WOULD OTHERWISE REWIRE EMERGENCI ASSISTANCE
(a) ESTABLISHMENT OF PROGRAM Section 1115 of the Social Security As:t (as

amended by the preceding provisions of this Act) is further amended by adding at
the end thereof the following new subsection.

"(cX1) In order to ensure that States which incur particularly high costs in provid-
ing emergency assistance for temporary housing to homeless FSP families may have
al. adequate opportunity to test whether such costs could be effectively reduced by
the construction or rehabilitation (with the assistance of Federal grants) of perma-
nent housing that such families can afford with their regular family support supple-
ments, there is hereby established a demonstration program under which the Secre-
tary shall make grants to those States, selected in accordance with paragraph (2),
which conduct demonstration projects in accordance with this subsection

"(2XA) Any State which desires to participate in the demonstration program "s-
tablished by paragraph (1) may submit an application therefor to the Secretary

"(B) To be eligible for selection to conduct a demonstration project under such
program, a State

"(1) must be currently providing emergency assistance (as defined in para-
graph (6)(A)) in the form of housing, including transitional housing,

"(ii) must have a particularly acute need for assistance in dealing with the
problems of homeless FSP families by virtue of the large number of such fami-
lies, and the existence of shortages in the F,pply of low-income housing, in the
political subdivision or subdivisions where sach project would be conducted; and

"(iii) .nust submit a plan to achieve significant cost savings over a 10-year
period through the conduct of such proje:t with assistance under this subsec-
tion

"(C) The Setretary shall select up to 3 States, from among those which submit
applications wick.: ubparagraph (A) and are determined to be eligible under sub-
paragraph (B), to conduct demonstration projects in accordance with this subsection
In the event that more than 3 States are d Aermined to be eligible, the 3 States se-
lected shall be those whose cost savings (as described in clause (in) of subparagraph
(B)) will be the greatest

"(D) Grants for each demonstration propct under this subsection shall be awarded
within 6 months after the date of the app opriation of funds (pursuant to paragraph
(8)) for the purposes prescribed it this subsection

"(3) For each year during which a State is conducting a demonstration project
under this subsection, the Secretary shal, make a grant to such State, in an amount
determined under paragraph (8XB)), for he construction or rehabilitation of perma-
nent housing to serve individuals and families who would otherwise require emer-
gency assistance in the form of tempora y housing.

"(4) A grant may be made to a State cinder paragraph (2) only if such State (along
with or as a part of its application) furnishes the Secretary with satisfactory assur-
ances that

"( A) the proceeds of the grant w 11 be used exclusively for the construction or
rehabirtation of permanent housir g to be owned by the State, a political subdi-
visior of the State, an agency or instrumentality of the State or of a political
subuivision of the State, or a nonp -ofit organization,

"(B) all units assisted with funds from the proceeds of the grant will be used
exclusively rental to families N hich

"(i) ri. e eligible, at the timt of the rentai, for aid under the State's plan
approved under section 402 (and a family with one or more members who
meet this requirement shall lot be deemed ineligible because one or more
other members receive benefits under title XVI),

'(ii) have been unable to o3tain decent housing at rents that can be paid
with the portion of such aid allocated for shelter, and

"(Hi) if such housing were not available to them, would be compelled to
live in a shelter for the homeless or in a hotel or motel, or other temporary
accommodations, rod for with emergency assistance, or would be homeless,
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"(C) the local jurisdiction in which such housing will be located is experienc-
ing a critical shortage of housing units that are available to families eligible for
aid under the State plan at rents that can be paid with the portion of such aid
allocated for shelter, and

"(D) whenever units assisted with grants under the project become available
for occupancy, the State will discontinue the use of an equivalent number of
units of the most costly accommodations it has been using as temporary hous-
ing paid for with emergency assistance, except to the extent that such accom-
modations are demonstrably needed

"(i) in addition to the units so assisted, to take account of increases in the
caseload under the emergency assistance program, or

"(ii) because, due to the condition or location of such accommodations, or
other factors, discontinuing the use of such units would not be in the best
interests of needy families, provided that the State discontinues the use of
an equivalent number of other units it has been using as temporary hous-
ing paid for with emergency assistance,

and only if the State, along with or as a part of its application, includes such docu-
..-ientary and other materials as may be necessary to establish its eligibility under
paragraph (2XB) and such provisions as may be necessary to carry out the require-
ments of subparagraph (D) of this paragraph

"(5XA) The average cost to the Federal Government per unit of housing construct-
ed or rehabilitLted with a grant under a project unde- this subsection shall be an
amount no greater than the calculated yearly payment of emergency assistance that
would be required to provide housing for a family in a shelter for the homeless, a
hotel or motel, or other temporary quarters for one year, in the jurisdiction or juris-
dictions where the project is located

"(13) The total of Federal payments to a State under part A of title IV over the 10-
year period beginning at the time construction or rehabilitation commences under
the State's project under this subsection, with respect to the families who will live
in housing assisted by a grant under such project (the 'total gran, cost' as more par-
ticularly defined in paragraph (6XC)), must be lower as a result of the construction
or rehabilitation of permanent housing with the grant than it would be if the State
made emergency assistance payments with respect to the families involved at the
level of the standard yearly payment (as defined in paragraph (6)(B)) during such 10-
year period.

"(C) Any grant to a State under paragraph (1) shall be made only on condition (i)
that such State pay a percentage of the total at of the construction or rehabilita-
tion of the housing involved equal at least to the percentage of the current non-
Federal share of family support supplements under the State s plan approved under
section 402 (as determined under section 403(a) or 1118), increased by 10 percentage
points, and (n) that such State not require any of its political subdivisions to pay a
higher percentage of the total costs of the construction or rehabilitation of such
housing than it would pay with respect to family support supplements pursuant to
such State plan.

"(6) For purposes of this subsection
"(A) the term 'emergency assistance' means emergency assistance to needy

families with children as described in section 403(e), and regular payments for
the costs of temporary housing authorized as a special needs item under the
State plan,

"(B) the term 'standard yearly payment', with respect to emergency assist-
; rice used to provide housing for a family in a shelter for the homeless, a hotel
or motel, or other temporary quarters during any year in any jurisdiction,
means an amount equal to the total amount of such assistance which was
needed to provide all housing in temporary accommodations in that juni
(with emergency assistance), in the most recently completed calendar year, at
the 75th percentile in the range of all payments of emergency assistance for
temporary accommodatiors, based n the State's actual experience with emer-
gency assistance in such jurisdiction, and

"(C) the term 'total grant cost', with respect to housing constructed or reha-
bilitated under a demonstration project under this subsectim , means the sum of
(i) the Federal share of payments attributable to such hothang during the 10-
year period beginning on the date on which its constructicn or rehabilitation
begins (including the grant provided under this subsection), (n) the Federal
share of payments of emergency assistance for temporary housing to the fann-
hes Involved during such construction or rehehilitation (at a level equal to the
standard yearly payment), and (in) the Federal share of regular payments of
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"(7) Whenever a grant is made to a State under thin subsection, the assurances

required of the State under subparagraphs (A) through (D) of paragraph (4) and any
other requirements imposed by the Secretary as a condition of such grant shall be
considered, for purposes of secton 404, as requirements Imposed by or in the admin-
istration of the State's plan approved under section 402

"(8)(A) There is authorized to be appropriated for grants under this subsection the
sum of $15,000,000 for each of the first 5 fiscal years beginning on or after October
1, 1987

"(B)(i) The amount appropriated for any fiscal year pursuant to subparagraph (A)
shall be divided among the States conducting demonstration projects under this sub-
section accoiding to their respective need for assistance of the type involved and
their respective numbers of homeless FSP families, as determined by the Secretary

"(ii) If any State to which a grant is made under this subparagraph finds that itdoes not require the full amount of such grant to conduct as demonstration project
under this subsection in the fiscal year involved, the unused portion of such grant
shall be reallocated to the other States conducting such projects in amounts based
on their respective need for assistance of the type involved, as determined by theSecretary

"(iii) Amounts appropriated pursuant to subparagraph (A), and grants made from
such amounts, shall remain available until expended

"(9) The Secretary shall prescribe and publish regulations to Implement the provi-sions of this subsection no later than 6 months after the date of its enactment "
(b) EirrEc-ive DATE The amendment made by subsection (a) shall become effec-

tive October 1, 1987
SEC 806 CHILD SUPPORT DEMONSTRATION PROJECT IN NE% YORK STATE

(a) IN GENERAL Upon application by the State of New York and approval by the
Secretary of Health and Human Services, the State of New York (in this section
referred to as the "State") may conduct a demonstration project in accordance with
this section for the purpose of testing its Child Support Supplement Program as an
alternative to the existing AFDC program and the Family Support Program

(b) NATURE OF PROJECT Under the demonstration project conducted under thissection
(1) all custodial parents of dependent children who are eligible for family sup-

port supplements under the State plan approved under section 402(a) of the
Social Security Act, and/or such types or classes of such parents as the State
may specify, may elect to receive benefits under the Child Support Supplement
Program in lieu of family support supplements under such plan, and

12) the Federal Government will pay to the State with respect to families re-
ceiving benefits under the Child Support Supplement Program the same
amounts as would have been payable with respect to sue, families under sec-
tion 403 (or 1118) of the Social Security Act if they were .,,ceiving family sup-
port supplements under the State plan, calculating the Federal payments with-
out regard to any increased earnings by such families which may arise from
their participation in the Program

IC) WAIVERS The Secretary shall (with respect to the project under this section)
waive compliance with any requirements contained in title IV of the Social Security
Act which (if applied) would prevent the State from carrying out the project or ef-
fectively achieving its purpose

(d) REQUIRED ASSURANCES As a condition of approval of the project under this
section, the State must provide assurances satisfactory to the Secretary that it will
continue w make assistance available to all eligible children in the State who are in
need of financial support and will continue to operate an effective child support en-
forcement program

(e) EFFECTIVE DATE AND DURATION OF PROJECT.The Secretary shall approve or
disapprove the application of the State within 90 days after the date of its submis-
sion, and if the application as initially submitted is disapproved the Secretary and
the State shall negotiate the revisions necessary for its approval The project under
this section shall commence no later than the first day of the third calendar quarter
beginning on or after the date of its approval and shall continue for five years
SEC 807 DEMONSTRATION or FAMILY INDEPENDENCE PROGRAM IN IA ASHINGTON STATE

(a) IN GENERAL Upon application by the State of Washington and approval by
the Secretary of Health and Human Services, the State of Washington (in this sec-
tion referred tn as the "State") may conduct a demonstration project in accordance
with this section for the purpose of testing whether the operation ofits Family Inde-

H.Rept.100-159 0 - 87 2 i
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pendence Program enacted in May 1987 (in this section referred to as the "Pro-
gram"), as an alternative to the existing AFDC program and the FSP program,
would more effectiNely break the cycle of poverty and provide families with opportu-
nities for economic independence and strengthened family functioning

(b) NATURE OF PROJECT Under the demonstration project conducted under this
section

(1) every individual eligible for family support supplements under the State
plan approved under section 402(a) of the Social Security Act shall be eligible to
enroll in the Program, which shall operate simultaneously with the family sup-
port program so long as there are individuals who qualify for the latter;

(2) cash assistance shall be furnished in a timely manner to all eligible indi-
viduals under the Program (and the State may not make expenditures for serv-
ices under the Program until it has paid all necessary cash assistance), with no
family receiving less in cash benefits than it would have received under the
family support program,

(3) individuals may be required to register, undergo assessment, and partici-
pate in work, education, or training under the Program, except that

(A) work or training may not be required in the case of
(i) a single parent of a child under 6 months of age, or more than one

parent of such a child in a two-parent family,
(ii) a single parent with a child of any age who has received assist-

ance for less than 6 months,
(iii) a single parent with a child under 3 years of age who has re-

ceived assistance for less than 3 years,
(iv) an individual under 16 years of age or over 64 years of age,
(v) an individual who is incapacitated, temporarily ill, or needed at

home to care for an impaired person,
(vi) a woman who is in the third trimester of pregnancy, or
(vii) an individual who has not yet been individually notified in writ-

ing of such requirement or of the expiration of his or her exempt status
under this subparagraph,

(B) participation in work or training shall in any case be voluntary
during the first two years of the Program, and may thereafter be made
mandatory only in counties where more than 50 percent of the enrollees
can oe placed in employment within 3 months after they are job-ready,

(C) in no case shall the work and training aspect of the Program be man-
dated in any county where the unemployment level is at least twice the
State average, and

(D) mandated work shall not include work in any position created by a
reduction in the work force, a bona fide labor dispute, the decertification of
a bargaining unit, or a new job classification which subverts the intention
of the Program,

(4) there shall be no change in existing State law which would eliminate guar-
anteed benefits or reduce the rights of applicants or enrollees, and

(5) the Program shall include due process guarantees and procedures no less
than those which are available to participants in the AFDC or FSP program
under Federal law and regulation and under State law

(C) WAIVERS The Secretary shall (with respect to the project under this section)
waive compliance with any requirements contained in title IV of the Social Security
Act which (if applied) would prevent the State from carrying out the project or ef-
fectively achieving its purpose

(d) FUNDING. (1) The Secretary shall reimburse the State for its expenditures
under the Program

(A) at a rate equal to the Federal matching rate applicable to the State under
section 40310(1) (or 1118) of the Social Security Act, for cash assistance and
child care provided to enrollees,

(B) at a rate equal to the applicable Federal matching rate under section
403(aX3) of such Act, for administrative expenses; and

(C) at the rate of 75 percent for an evaluation plan approved by the Secretary
The State shall be required to pay the same portion of all expenditures made for
cash assistance services under the Program as it would be required to pay if
such expenditure:, were made under its State plan approved under section 402(a) of
the Social Security Act

(2) As a condition of approval of the project under this section, the State must
provide assurances satisfactory to the Secretary that the to 1 amount of Federal
reimbuisement over the period of the project will not exceed the anticipated Federal
reimbursements (over that period) under the current family support program, but
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this paragraph shall not prevent the State from claiming reimbursement for addi-
tional persons who would qualify for aid under the family support program, for
costs attributable to increases in the Sts te's payment standard, or for any other fed-erally-matched benefits or services

(e) DURATION OF PROJECT (1) The project under this section shall begin on thedate on which the first individual is enrolled in the Program, and (subject to para-graph (2)) shall end 5 years after that date
(2) The project may be terminated at any time, on 6 months written notice, by theState or (upon a finding that the State has materially failed to comply with thisaction) by the Secretary.

SEC. 808. STUDY OF HOUSING PROBLEMS OF FSP FAMILIES

(a) INTERAGENCY WORKING GxouP.The Secretary of Health and Human Services
and the Secretary of Housing and Urban Development, acting jointly, shall estab-lish, appoint, and convene an Interagency Working Group to study and report on
the housing problems of families under the family support program.

(b) PURPOSE OF STUDY.It shall be the purpose of the study conducted by the
Interagency Working Group to identify and examine the programs being imple-
mented by the Department of Health and Human Services and the Department of
Housing and Urban Development which could be better coordinated so as to

(1) stem the transiency of the welfare population;
(2) upgrade the public and private housing stock occupied by recipients offamily support supplements;
(3) require private housing stock for which rentals are paid from family sup-

port supplements to meet minimum HUD standards, and
(4) facilitate coordination between the two Departments as well as local wel-fare agencies ar local housing authorities to facilitate the achievement ofthese objectives.

(c) REPORT (1) Within 6 months after the date of the enactment of this Act the
Interagency Working Group shall submit to the Congress a full and complete report
on its study under this section Such report shall include the formation and datarequired by paragraph (2) and such other information, and such recommendations
for legislative, administrative, and other action, as the Interagency Working Groupconsiders appropriate

(2) The report submitted under paragraph (1) shall in any event include
(A) the total dollar amount of family support supplements spent on housing,by service area,
(B) the demographic characteristics of transient recipients of family supportsupplements;
(C) an estimate of the number of transient welfare families and the frequencyof their transiency,
(D) an estimate of the number of evictionF for nonpayment of rent, by servieearea,
(E) an examination, by service area, of those properties which are occupied by

recipients of family support supplements and which do not meet min mumHUD standards;
(F) examples of models and innovative programs which have successfully

forged local housing and welfare cooperation to upgrade housing stock and stem
welfare population transiency, and

(G) recommendations on ways in which local housing and welfare agencies
can economically provide tenant unit management training

SEC. 809 REQUIREMENT OF CONTINUED TREATMENT FOR DRUG ADDICTION OR ALCOHOLISM AS
CONDITION OF ELIGIBILITY

Section 402 of the Social Security Act as amended by 'he preceding provisions of
this Pict) is further amended by adding at the end thereof the following new subsec-tion

"(j)(1) If
`(A) any individual who is a recipient of family support supplements under

the State plan has been medically determined to be a drug addict or an alcohol-
ic and is enrolled in a program for the treatment of his or her drug riddiction or
alcoholism, and

"(B) the institution, facility, or other entity responsible for providing such
treatment notifies the State agency that such individual (prior to the satisfac-
tory completion of the treatment) has terminated his or her enrollment or oth-
erwise ceased to participate in such program or to comply with its terms, condi-tions, and requirements,
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then (notwithstand ng any other provision of this title) the needs of such individual
shall not be taken into account in making the determination with respect to his or
her family under subsection (aX7) until such individual is again enrolled in such a
program or a medical determination is made (and notification thereof communicat-
ed to the State agency) that he or she is no longer a drug addict or alcoholic

"(2) Each State agency shall establish such procedures and take such other ac-
tions as may be necessary or appropriate to encourage and facilitate the making (by
the institutions, facilities, and other entities involved) of the notificiations described
in paragraph (1). ".
SEC. 810 INCLUSION OF AMERICAN SAMOA IN FSP PROGRAM.

(a) INCLUSION IN PROGRAM.Section 1101(aX I) of the Social Security Act is amend-
ed by inserting after the first sentence the following new sentence "Such term
when used in part A of title IV also includes American Samoa.".

(b) LIMITATION ON PAYMENTS.Section 1108(a) of such Act is amended
(1) by striking out the period at the end of paragraph (3XF) and inserting in

lieu thereof "; and"; and
(2) by inserting immediately after paragraph (3) the following new paragraph:
"(4) for payment to American Samoa shall not exceed $1,000,000 with respect

to any fiscal year."
(c) EFFECTIVE DATE The amendments made by this section shall become effective

on October 1, 1987
SEC AIL INCREASE IN LIMITATION ON PAYMENTS TO PUERTO RICO, THE VIRGIN ISLANDS, AND

GUAM

(a) IN GENERAL (1) Section 1108(01) of the Social Security Act is amended
(A) by striking out "or" after the comma at the end of subparagraph (E), and
(B) by striking out subparagraph (F) and inserting in lieu thereof the follow-

ing new subparagraphs
"(F) $72,000,000 with respect to each of the fiscal years 1979 through

1987, or
"(G) $81,270,000 with respect to the fiscal year 1988 and each fiscal year

thereafter,".
(2) Section 1108(aX2i of such Act is amended

(A) by striking out "or" after the comma at the end of subparagraph (E); and
(B) by striking out subparagraph (F) and inserting in lieu thereof the fallow-

ing new subparagraphs
"(F) $2,400,000 with respect to each of the fiscal years 1979 through 1987,

or
"(G) $2,709,000 with respect to the fiscal year 1988 and each fiscal year

thereafter,"
(3) Section 1108(a) 3) of such Act (as amended by section 810 of this Act) is further

amended
(A) by striking out "or" after the comma at the end of subparagraph (E), and
(B) by striking out subparagraph (F) and inserting in lieu thereof the follow-

ing new subparagraphs
"(F) $3,300,000 with respect to each of the fiscal years 1979 through 1987,

or
"(G) $3,725,000 with respect to the fiscal year 1988 and each fiscal year

thereafter,"
(b) EFFECTIVE DATE The amendments made by this section shall apply with re-

spect to fiscal years beginning on or after October 1, 1987
SEC 1412 TECHNICAL AND CONFORMING AMENDMENTS RELATING TO REPLACEMENT OF AFDC

PROGRAM BY FAMILY SUPPORT PROGRAM

(a) AMENDMENTS TO PART A OF TITLE IV (1) The heading of part A of title IV of
such Act is amended by striking out "Ain TO FAMILIES WITH DEPENDENT CHILDREN"
and inserting in lieu thereof "FAMILY SUPPORT PROGRAM"

(2) Section 406(b) of such Act is amended by striking out "aid to families with de-
pendent children" where it first appears and inserting in lieu thereof "family sup-
port supplements"

(3) The following provisions of part A of title IV of such At are each amended by
striking out "aid to families with dependent children" wherever it appears and in-
serting in lieu thereof "aid in the form of family support supplements' Paragraphs
(4), (7), (10), (11), (14), (17), and (21) of section 402(a), subsections (a), (b), and (f) of
section 403, section 405, subsections (b) (the second place it appears), (f), (g), and (h)
of section 406; and subsections (b) and (c) of section 407
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(b) AMENDMENTS TO OTHER PROVISIONS OF THE SOCIAL SECURITY ACT (1) The fol-
lowing provisions of the Social Security Act are amended by stnklag out "aid to
families with dependent children" wherever It appears and inserting in lieu thereof
"aid in the form of family support supplements" Section 452(aX10); section 45414),
section 457(dX3), section 472(h), and section 473(b)

(2) Section 454(16) of such Act is amended by striking out "aid to families with
dependent children program" and inserting in lieu thereof "Family Support Pro-
gram"

(3) Subsections (b) and (c) of section 458 of such Act are each amended by striking
out "AFDC" and "non-AFDC" wherever those terms appear and inserting in lieu
thereof "FSP" and "non-FSP", respectively

(c) OTHER REFERENCES IN GENERAL. Any reference to aid to families with depend-
ent children in any provision of law or regulation other than those provisions of law
specified in the preceding subsections of this section shall be deemed to be a refer-
ence to family support supplements, or to aid in the form of family support supple-
ments, consistent with the amendments made by the preceding provisions of this
Act

I. INTRODUCTION

A. PURPOSE AND SCOPE

The Family Welfare Reform Act of 1987, H.R. 1720, makes signif-
icant changes in the nation's basic welfare program, Aid to Fami-
lies with Dependent Children (AFDC). The legislation is designed to
promote family stability, self-support through work, the payment of
child support, and improvements in need-based cash support for
families.

President Reagan, in his State of the Union Message on January
27, 1987, called on the Congress to enact welfare reform. The Presi-
dent's welfare reform program includes a new work, education and
training program for welfare recipients and large scale demonstra-
tion projects to test State and local welfare reform ideas.

Reducing welfare dependency by c...cating significant work, edu-
cation and training opportunities for AFDC recipients is the cor-
nerstone of H.R. 1720. The National Education, Training and Work
program, or NETWork, is devoted exclusively to helping AFDC
families become self-supporting. It targets Federal resources on the
families who are most in need of assistancethose who can be ex-
pected to become long-term welfare dependent.

NETWork is an individualized program, tailored to the family's
needs and the State's resources. It will offer the chance to return
to school for welfare recipients who are wit Jut a high school edu-
cation. Training, job search and other work activities are also an
integral part of the NETWork program. States could continue
"workfare" programs so long as training is provided also and long-
term workfare assignments are avoided. This is because NET-
Work's first priority is to prepare welfare recipients for real jobs in
their communities. The program is directed not only to the adults
in the family, but also to the children, so that any cycle of welfare
dependency can be broken.

The emphasis in this program i m independence and mutual ob-
ligation. The respective obligations of the recipient and the welfare
department are spelled out in a mutually negotiated agreement
and carried out through a case management system designed to
assure that the services are provided and barriers to employment
are removed.
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To ease the transition to work, H.R. 1720 creates modest finan-
cial incentives so that families who work are better off than those
that do not. Day care subsidies and Medicaid would also be avail-
able for families wilt go to work and earn their way off AFDC.
These are the "tickets to success" and independence for welfare
families which assure that parents won't be asked to put their chil-
dren's health or safety in jeopardy if they go to work.

Helping families to support themselves often requires child sup-
port enforcement. H.R. 1720 is designed to improve efforts to estab-
lish paternity of children, assure that child support orders are
fairly set and regularly updated, and give States incentives to use
effective enforcement techniques.

Our welfare system must also become pro-family. If we want
families to stay together and support themselves, as the President
suggests, then we can't deny them AFDC when they face tough
times. H.R. 1720 mandates AFDC for unemployed two-parent fami-
lies. It also creates incentives to improve AFDC benefits, a step
that is needed to reduce the decline in real benefits that has oc-
curred since 1970.

Finally, in response to President Reagan's request, H.R. 1720 in-
cludes a series of carefully targeted demonstration projects de-
signed to test, on a limited basis, innovative approaches to encour-
aging work, reducing welfare dependency, streamlining administra-
tion, and improving the quality of life of AFDC families. A total of
10 demonstration projects would be authorized.

H.R. 1720 does not solve all of the problems of the current wel-
fare system. It does, however, lay the foundation for systematic
change by making an investment in America's poor families. Al-
though that investment will cost money now, it can be expected to
save money in the long run as it creates a future of hope and eco-
nomic independence for many of America's poor children.

B. BACKGROUND AND NEED FOR LEGISLATION

It has been said that "A decent provision for the poor is the test
of civilization!' The American people have been tested continuous-
ly by the specter of poverty. For some groups, such as the elderly,
we have received passing grades. For other groups, such as chil-
dren in poor families, we are on the brink of failure. In the past 20
years, we have seen an alarming increase in the rate of child pov-
erty, an erosion of parental responsibility and initiative, and per-
sistent welfare dependence among a small but troubling segment of
the population.

RISE IN CHILD POVERTY

Children displaced the elderly as the poorest group of American
citizens in 1974. Since that time, child povert has grown deeper
and more widespread. Today, 20 percent of all American children
are poor. Half of these children live in female-headed families. Pov-
erty is also a function of race. Almost half of all Blacl. children and
more than one-third of all Hispanic children are poor.

Without a working parent, a child is almost sure to be poor. But
having a working parent is not guarantee against poverty. Many
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children need two earners or cash supplements to one earner's full
time wages if they are to escape poverty.

Whether poverty is measured before or after government trans-
fer payments and whether the income counted includes or excludes
non-cash benefits and money paid as taxes, child poverty rates rose
especially sharply from 1979 to 1983. Although the official count of
the poor disregards non-cash benefits, which account for most wel-
fare spending, counting these items does not reverse the trend. If
food stamps, school meals, subsidized housing, Medicaid and Medi-
care are treated as income, the poverty rate is lower, but the
steady increase in poverty which began in 1979 continued until
1983.

EROSION OF BENEFITS

A significant contributor to the rise in child poverty has been the
steady decline in the value of welfare benefits. The main cash as-
sistance program for poor children is the Aid to Families with De-
pendent Children (AFDC) program. Yet only 7 million of the na-
tion's 12 million poor children receive AFDC benefits and average
AFDC benefits have declined, in real terms, by 33 percent since
1970.

Most AFDC recipients also receive food stamps and while the
value of food stamps has increased in recent years to reflect infla-
tion in food prices, the combined value of AFDC and food stamps
has declined by 18 percent since 1970. AFDC families also receive
Medicaid. Like food stamps, Medicaid expenditures have increased
since 1970, a reflection of increased health prices. But the purchas-
ing power of Medicaid benefits has not increased. Not all AFDC
families receive other in-kind benefits nor do in-kind benefits
always contribute to disposable income. Clearly, the safety net on
which these children must rely is tattered.

The need to address child poverty and stem the decrease in bene-
fits transcends humanitarian concern. As our nation ages, the need
for skilled workers increases. Today's children, including those that
are poor, are tomorrow's workforce. Yet their numbers are declin-
ing. In 1995, there will be 4 million fewer youth 16 to 24 years old
available for work. This is a 16 percent drop from 1986. We can't
afford to let them grow up in poverty, without an adequate educa-
tion and lacking job skills.

WELFARE DEPENDENCY

The welfare system works remarkably well for most families who
rely on it as a short-term source of support during hard times. Be-
tween 1970 and 1979, for example, less than one percent of all
Americans were long-term (8-10 years) welfare dependent.

Nearly half (45 percent) of the families on AFDC turned to the
program after a divorce or separation. Thirty percent resorted to
AFDC as an unmarried single parent. Only 12 percent of AFDC
families became eligible when the mother's earnings fell, indicating
that for most families, earnings were not a significant source of
support. Just as divorce is the most common way on the AFDC,
marriage is the most common way out. Thirty-five percent of
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AFDC families leave AFDC because of a marriage, only 21 percent
do so because of increased earnings.

For some families, however, the welfare system has become a
dead-end, offering little hope and almost ne opportunity. While
nearly half of those families who today begin to receive AFDC for
the first time will leave the program within two years, the remain-
der of these families will rely on AFDC for three or more years. A
troubling 17 percent will be on AFDC for 8 or more years. Long-
term AFDC recipients account for the bulk of AFDC expenditures.

Teenage parent families present special problems. Roughly one-
quarter of all teenage mothers rely on AFDC during the year fol-
lowing the birth of their first child. Families with a teen parent
are at great risk of becoming long-term dependent Many of these
parent do not complete high school, suffer low self-es eem, and lack
the job skills and experiE.nce needed to support their families on
their own. Little is done today to help them avoid this prospect.

LACK OF CHILD SUPPORT

Child support is one potential source of support for AFDC fami-
lies, yet the track record on support payments by non-custodial
parents is poor. In 1983, of the 8.7 million women who had children
present under el 21 from an absent father, 42 percent
never were a child support rights (nor had an agreement to
receive child rt payments) and, thus, were dependent for
income on source, other than the father. For poor mothers, the
proportion without child support awards was even higher, 58 per-
cent.

Even those women awarded child suppei' are not guaranteed of
receiving payment. In 1983, only one-half o the 4 million women
owed child support payments received the full amount, about 26
p. ..nt of the women r eceiN,..cl less than they were owed and 24
percent received no payment at all.

The Child Support Enforcement Amendments of 1981 have con-
tributed to improving this situation but more remains to be done
Paternity establishmentsthe first step in the child support en-
forcement processmust be increased and more effective tech-
niques inust be found for establishing and enforcing support orders.
Inequities exist within States and especially between States that
make it difficult to establish and enforce support obligations

BARRIERS TO SE. -SUFI'ICIENCY

The most important way to decrease wesfare dependence is to
hElp families increase work effort Many studies of welfare families
have indicated that these parents w.int to work and when given
the opportunity, will choose work over welfare. Instead of encour-
aging work by parents on AFDC, however, the current system dis-
courages it. Parents who go to wk.rk often watch their income de-
cline rather than increase.

Some argue that this is because welfare benefits are too high.
Given that combined AFDC and food stamp benefits today on aver-
age equal only 74 percent of the poverty level, and have declined in
recent years, excessive welfare benefits are hardly the problem.
The problem is the lack of real work incentives.
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The current lack of financial work incentives is in part the result
of the enactment of the Reagan Ac ministration proposals in the
Omnibus Budget Reconciliation Act of .981. This Act repealed the
continuing availability of the so-called $33 and one-third" earned
income disregard, which allowed AFDC mothers to work at low-
wage jobs without losing tneir AFDC benefits dollar-for-dollar with
additional earnings. The result is a nearly 100 percent "tax" on
earnings of poor families. This is more than three times higher
than the tax rate applied to wealthy individuals under the tax
code.

Without reasonable earned income disregards, it is hard for an
AFDC mother with two children the average family on AFDCto
improve her family's standard of living by working at a minimum
wage job. AFDC benefits are competitive with minimum wage jobs
not bemue AFDC benefits are too high, but because the wages
these parents can earnless expenses and taxesare too low to
support the family.

For example, in 1976, the minimum wage of $2.10 per hour
would have supported a family of three at a little above the pover-
ty 1 ?.1. Today, the minimum wage of $3.35 per hour would provide
a gloss inco-ie equal to only 80 per tent of the poverty level.

Creating financial incentivesthrough earned income disregards
or otherwiseonly increases welf ire dependence, if you assume
that whenever AFDC benefits are received, even as a supplement
to wages, the family is "welfare dependent." Taken to the extreme,
this means that a family receiving $10 per month from AFDC is
welfare dependent even though that family is earning several hun-
dred dollars each month. These fax lilies are not welfare dependent.
It makes sense for AFDC to provide a supplement when their earn-
ings are insufficient to support the family.

It is impo,-tant to encourage parents of young chldren to partici-
pate in wo-k, education, and training activities so that they may
avoid long-term welfare dependence. The care and nurturing of
their young children is even more important, however. Arbitrary
work requirements for these parents may be counterproductive for
the children. A better approach is to encourage voluntary partici-
pation by parents with very young children. A parent who is moti-
vated to participate and confident about her child care arrange-
ments will make a better student, a better trainee, and ultimately
a bey.,. employee.

Most American mothers with children under three who work
have a husband to help in the care and nurturnig of the children
and can afford adequate day care. Unfortunately, single mothers
on AFDC cannot rely on someone else to help them care for their
children. As a consequence, only about one-third of all never-mar-
ried mothers with young children (under 6) work. For them to do
so, day care and other suppc .t services are necessary.

Studies have shown that the potential loss of health benefits for
the children often discourages AFDC parents from working and
that the staggering cost of child care deters many parents who are
otherwise eager to return to the workforce. True welfare reform
will eliminate the barriers to work by creating work incentives and
easing the transition from welfare to work by providing the sup-
port services these families need.
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Critics of this legislation have suggested that it will make wel-
fare more attractive than work. They are wrong. H.R. 1720 estab-
lishes tougher work requirements than under current law and cou-
ples these requirements with meaningful education and training
opportunities. The goal, as the President has so well stated, is re-
ducing welfare dependence. H.R. 1720 will accomplish this through
the mandatory NETWork program, by restoring financial incen-
tives and offering the transition services that families need in
order to go to work, and through better child support enforcement.
What this bill also does, however. is make good on our commitment
to poor children. It recognizes that poverty among children is a na-
tional problem and lays the foundation for steadily improving the
quality of their lives. To do otherwise would be to sell short our
own future.

C. SUMMARY

H.R. 1720 would replace the Aid to Families with Dependel.,
Children (AFDC) program with a new Family Support program
which encourages the family to be its own source of support
through work, payment of child support, and when necessary, need-
based family support supplements.

A. TITLE I.-NATIONAL EDUCATION, TRAINING AND WORK (NETWORK)
PROGRAM

1. State Plan Requirement.As a condition for receiving Title
IV-A funds, States would be required to establish a National Edu-
cation, Training, and Work (NETWork) program.

2. Establishment and State Operation.State IV-A agencies
would be required to submit a plan, subject to the approval of the
Secretary, which would make the program available in each politi-
cal subdivision of the State where it is feasible. Involvement of the
private sector and local governments would be required in plan-
ning and progrorn design to assure that participants are trained for
jobs that will actually be available in the community. Federal
funds available under NETWork would augment existing services
and could not replace State or local funds.

3. Participation Requirements.All adult recipients who are not
working full-time would be informed of the education, training, and
work activitie, offered under the program. Non-exempt recipients
would be required to participate as resources permit.

4. Coordination with Existing Recipient Activities.If an adult
caretaker or dependent child is already attending school or train-
ing designed to lead to employment, such attendance would be re-
garded as satisfactory participation in the A ETWork program. The
costs of such school or training would not be paid by the NETWork
program, however, support services would be provided as long as
the activities are enumerated in the family support plan.

5. Target Populations.Although States would be permitted to
require participation by any non-exempt recipient, States would be
required to first extend the opportunity to participate to certain
target populations including; (a) families with teenage parents, and
families with parents who were under age 18 when their first child
was born; (b) families who have been receiving benefits continuous-
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ly for two or more years; z.nd (c) families with children under six
(6) years of age.

6. Service Priorities.State programs would be required to serve
volunteers in the target populations first, followed by manadatory
participants in the target populations. Mandatory participants with
older children would be the third priority for service followed by
all other volunteers and all other mandatory participants. These
priorities woul not apply to States that certify that they will serve
all mandatory participants and volunteers within three years after
the effective date of NETWork in the State.

7. Exemptions.Certain individuals would be exempt from par-
ticipation. These include: a person who is ill, incapacitated or age
60 or more; a person needed in the home because of the illness or
incapacity of another family member; a child under the age of 16; a
person working at leat 20 hours per week; a pregnant woman; and
a person who resides in an area of the State where the NETWork
program is not offered.

In addition, the parent or other relr4tive of a child under the age
of three (3) would be exempt. Participation by parents of children
between the ages of 3 and 6 would be part-time Parents of children
under the age of three (3) but over the age of one (1) could be re-
quired to participate with the approval of the Secretary of Health
and Hunan Services if the State demonstrates that appropriate
infant care can be guaranteed within the dollar limitations of the
Act and participation is part-time.

8. Orientation.States would be required to provide eligible ap-
plicants and recipients of Title IV-A benefits with orientation to
NETWork, including a description of day care services that will be
available during NETWork participation as well as information
about the transitional day care and Medicaid services that will be
offered.

9. Assessment Activities.An assessment would be made of the
educational needs, skills, and employability of any person will actu-
ally participate in the NETWork program. On the basis of the as-
sessment, a family support plan would be developed by the State
agency and the recipient. The family support plan would r!etail the
length of participation and the activities to be undertaken by
family members and the State agency and would become the basis
for an agency client agreement to be signed by the State and the
recipient. Each participating family would be assigned an agency
staff person to privide case management services.

10. Agency-Client Ag-eement and Case Management.The State
agency and the client would be required to negotiate an agreement
detailing all of the responsibilities of both parties under the NET-
Work program. Notice of the opportunity for a fair hearing would
be required to be given to the participant by the State agency in
the event of a dispute involving the signing of the agreement or
the nature or extent of participation. States wo'ild be required to
provide case management services t.) each NETWork participant,
including monitoring and reviewing client progress and renegotiat-
ing if necessary. Agreements between States and clients would not
create a cause of action against the Federal government if the
terms are not observed by any party.
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11. Sanctions.Mandatory participants who fail to cooperate
during the course of the program would be sanctioned. In the case
of a single parent family, the non-cooperating individual would be
removed from the grant. In the case of a two-parent family, one or
both parents could be removed from the grant for failure to cooper-
ate. Regardless of family composition, benefits to the children
would continue.

12. Range of Activities.Each State would be required to offer
participants without a high school diploma the opportunity to par-
ticipate in an education program. In addition, each State would be
required to offer: remedial education, English as a Second Lan-
guage instruction, and specialized advanced education as appropri-
ate; group and individual job search; skills training; job readiness
activities; as well as counseling and information and referral for
those experiencing personal and family problems which prevent
work.

States would be fu.ther required to offer two of three remaining
activities: short and long term on-the-job training; work supplemen-
tation (grant diversion); a community work experience program
and other education and training activities.

13. Activities for Children.States would be required to provide
additional services to the children not otherwise in participating
families designed to help a em stay in school and complete a high
school education as well as to obtain a marketable job skill. In ad-
dition, States would be required to coordinate NETWork with early
childhood education programs in the State.

14. Work Supplementation Program.States would be able to es-
tablish work supplementation programs in which the AFDC benefit
is used to subsidize a job. Along with certain technical and con-
forming amendments, States would be required to extend Medicaid
for work supplementation participants.

15. Community Work Experience Program (CWEP).The current
authority for "workfare" programs would be modified to limit the
length of participation to six (6) months, require that CWEP be
combined with training, prohibit reassignment to CWEP and pro-
hibit recipients from being required to work off any child support
collected by the State on their behalf. In addition, States would_ be
permitted to operate a three-month work experience program in
which the hours of participation in training and work could not
exceed 30 hours per month.

16. Placement Services.Each State program would include job
development and job placement services necessary to assist partici-
pants in securing and retaining employment.

17. Wage Rates, Working Conditions and Displacement Prohibi-
tions.Wage rates for jobs to which participants are assigned
would be not less than the current pay scale for that job. In the
absence of a current pay scale for the job of that particular employ-
er, wages would be at least equal to the minimum wage under ap-
plicable Federal or State law.

Further, participants could not be assigned to employers who
have terminated employment or laid off employees with the inten-
tion of filling the vacancies with NETWork participants. NETWork
participants could not be assigned to jobs that infringe on promo-
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tional opportunities of current employees and CWEP participants
could not fill established unfilled vacancies.

18. Regulations.The Secretary would be required to publish
proposed regulations within 6 months after the date of enactment
and final regulations within 9 months after the date of enactment.
The Secretary would be required also to consult with the States in
developing the regulations.

19. Performance Standards.The Department of Health and
Human Services, in consultation with the Department of Labor
and others, would be required to develop performance standards
for the program within one year after enactment.

20. Program Administration and Financing.The NETWork pro-
gram would be operated by the State welfare agency and would be
authorized under Title IV-A of the Social Security Act. In carrying
out the purposes of the program, States could contract with public
or private agencies and organizations to provide any of the re-
quired services. Federal reimbursement of NETWork program costs
would equal 65 percent; the State share would equal 35 percent.
The Federal match could be altered in future years based on per-
formance. In addition, the Federal government would pay 50 per-
cent of the costs of basic AFDC and NETWork administration.

21. Coordination.Program activities under NETWork would be
coordinated by the States with programs operated under the Job
Training Partnership Act and any other relevant employment, edu-
cation or training program available in the State. In addition, the
State's NETWork plan would be submitted to the State Job Train-
ing Coordinating Council for review and comment 90 days before
submission to the Department of Health and Human Services.

22. Evaluation, Rest,:. ; ,;h, and Technical Assistance. The Secre-
tary would be required to evaluate activities under NETWork. Re-
search would be required to examine: the effectiveness of giving
priority to volunteers; appropriate strategies for assisting two-
parent families; the wage rates of individuals placed in jobs; the ap-
proaches that are most effective in meeting the needs of specific
groups and types of participants; and the effect of targeting on
families that include children below the age of six. Also, the Secre-
1-!.--y would be required to provide technical assistance to States, lo-
calities, schools, and employers who participate in the program and
v'ho need such assistance.

.:.3. Reporting Requirements.The Secretary would be required to
establish uniform reporting requirements. At a minimum, this
must include: average monthly number of families assisted, types
of families, amounts spent per family, and length of participation.
This information would be required to be reported for each of the
services provided under NETWork.

24. Demonstration Projects.General work, education, and train-
ing demonstration authority under section 1115 of the Social Secu-
rity Act would be authorized. Four other demonstrations also
would be authorized: (1) demonstration projects targeted at Title
IV-A children would test financial incentives, and interdisciplinary
approached to reducing school dropouts, encouraging skill develop-
ment, and avoiding welfare dependence; (2) 5 State demonstration
projects would encourage States to employ AFDC/FSP mothers as
paid day care providers; (3) five SL,ate/local demonstration projects

i
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would test the elimination of the "100 hour rule"; and (4) ten State
demonstrations would test volunteer-based early childhood develop-
ment programs.

25. Effective Date.The NETWork program would take effect on
October 1, 1989. States could elect to participate in NETWork at
any time after proposed regulations have been issued.

B. TITLE II.-DAY CARE, TRANSPORTATION AND WOR-c-REIATED
EXPENSES

1. Day Care Expenses of AFDC/FSP Recipients. Reimbursement
of day care expenses would be authorizeu under Title IV-A of the
Social Security Act and would be available to recipients in school,
training or work. States would be given flexibility to determine the
delivery mechanism and could provide day care services by con-
tract, certificate or disregard of actual expenses. States electing the
disregard approach would be required to deduct care last after
other disregards have been applied. Whenever possible, day care
services would be available prospectively to recipients who are
about to begin work, training or school.

2. NETWork Participant Expenses.States would be required to
pay up to $100 per month for transportation and other work-relat-
ed expenses of NETWork participants. If the participant must
travel 100 miles or more to the NETWork assignment, reimburse-
ment could be as much as $200 per month.

3. Day Care Transition.Under Title IV-A of the Social Security
Act, a new day care transition subsidy would be created. This sub-
sidy would be available to working families for six months after
leaving AFDC/FSP. The subsidy would be based on need, according
to a sliding scale that considers the family's ability to pay.

4. Financing Federal reimbursement of the day care costs for
AFDC/FSP recipients and for transition day care subsidies would
he limited to actual costs up to $175 per month per child age two
(2) and older and $200 per month per child under the age of two (2).
The Federal share would be determined using the AFDC/FSP bene-
fit matching formula. States could supplement these amounts with
State dollars.

5. Minimum Health and Safety.Funds expended for child care
services to individuals caring for more than two children at one
time would be required to meet standards set by the state which, at
a minimum, ensure basic protections for health and safety. In addi
tion, '.ay care provided must meet applicable standards of State
and local law.

6. Limitations on Treatment of Day Care Expenses.--The value of
any day care provided or reimbursed would not be treated as
income for any Federal needs-based program and could riot be
claimed as an employment-related expense for purposes of the de-
pendent care credit.

7. Evaluation of Child Care Resources States would be required
to assess regularly the availability and reliability of child care serv-
ices and to develop new child care resources as needed. States a',so
would be required to coordinate with other child care resources in
the State.
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8. Demonstration Projects to Test Use of the Food Stamp Licensed
Vehicle Rules.A five-State, five-year test of applying the Food
Stamp program licensed vehicle value limits would be authorized.
At least one rural and one urban State must be selected.

9. Effective Date. The day care policy would take effect on Octo-
ber 1, 1987.

C. TITLE III-REWARDS FOR WORK

1. Work Incentives.To further encourage work, the current
earned income disregards would be replaced. For recipients, the
first $100 of earnings plus 25 percent of remaining earnings would
be disregarded. The disregards would not be time-limited and the
$100 deduction would be adjusted for inflation annually. The cur-
rent State option to disregard Job Training Partnership Act
income would be retained and would apply co minor parents as
well as dependent children.

2. Treatment of Earned Income Tax Credit.The earned ipcome
tax credit would be disregarded for AFDC/FSP rirposes.

3. Effective Date.The provisions of this Title would take effeci
on October 1, 1988.

D. TITLE IV.-TRANSITION HEALTH CARE

1. Medicaid Extension.Medicaid eligit-ility would be extended
for six months to working families who leave AFDC/FSP. When
families leave AFDC/FSP with private health insurance, Medicaid
is the last payer.

2. Effective Date.The effective date for the Medicaid transition
policy is October 1, 1988.

E. TITLE V.-CHILD SUPPORT IMPROVEMENTS

1. Uniform Guidelines.States would be required to use uniform
guidelines as a rebuttable presumption in setting child support
awards. The guidelines would have to be reviewed every three
years and modified to reflect changes in the cost of living. States
also would be required to provide for the periodic review of child
support award amounts to --sure that the order remains in full
compliance with the guidelines. Updating would have to occur at
least every two years. Notice would be given to both parents.

2. Paternity Establishment.In FY 1989, States would be re-
quired to establish 50 percent more paternities under Title IV- D of
the Social Security Act than were established in FY 1986. In each
subsequent year, paternity establishments are to increase by 15
percent. States would be required to use blood tests and a 95 per-
cent probability index from blood tests as a rebuttable presumption
of paternity and would be encouraged to establish a simple volun-
tary civil procedure for admitting paternity and a civil procedure
for establishing paternity in contested cases.

States would be permitted, for purposes of computing the cost ef-
fectiveness ratios, to impute $100 per month for 12 months in all
cases in which they have established paternity. The bill also clari-
fies the authority to establish paternity until a child reaches 18
years of acre, which was included in the Child Support Enforcement
Amendments of 1984.
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3. Visitation Demonstrations.Demonstration projects would be
authorized to determine the magnitude of the visitation and custo-
dy problem and to test solutions. Demonstration projects could not
allow the child support payment to be withheld pending visitation.

4. Performance Standards.The Department of Health and
Human Services would be required to establish limits governing
how much time may elaspe between application and the onset of
legal action with respect to requests to establish paternity, locate a
missing parent, establish an order, or enforce an order. Also, the
Department would be required to collect data on the number of re-
quests for the various child support enforcement ervices.

5. Automatic Tracking and MonitoringBy October 1, 1992,
States would be required to have an operational automated data
processing system. The 90 percent Federal match for these pur-
poses would be eliminated on that date.

6. Automatic Wage Withholding and Compliance with the 1984
Amendments.Six months after the date of enactment, the Federal
child support matching rate would be reduced to 66 percent for
States that are not in compliance with the Child Support Enforce-
ment Amendments of 1984. This 7.!nalty is in addition to penalties
in current law. For States that have enacted and use an automatic
wage withholding system and are in cunpliance with the 1984
amendments, the Feder21 matching rate would be permanently set
at 70 percent.

7. Child Support Disregard Clarification.Clarifies that States
are required to pay to the family $50 of child support payments
whenever the absent parent makes a timely payment. This policy
applies to all families applying for or receiving AFDCFSP.

8 Treatment of Interstate Funds.The costs of interstate en-
forcement demonstrations would not be included in computing
State incentive payments.

9. Work and Training Demonstration Protects.Demonstration
projects would be authorized to test whether noncustodial parents
who cannot pay child support can be encouraged to participate in
work, education and training programs.

10. Interstate Commission and Study of the Costs of Raising Chil-
dren.An interstate commission would be established to examine
the problems of interstate child support establishment and enforce-
ment and to develop a new model interstate law. In addition, a
study would be conducted on the costs of raising children including
the patterns of expenditures on children in two-parent families, in
single parent families following divorce and in single parent fami-
lies in which parents were never married.

11. Access to INTERNET System.The Federal Parent Locator
Service (FPLS) and the State child support agencies would be given
access to the INTERNET system funded by the Department of
Labor. The system contains information on place of employment,
social security number, and addresses of employees that is current-
ly used in the unemployment compensation system.

12. Effective Date. In general, the provisions of this title would be
effective on October 1, 1988.

I'
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F. TITLE VI.- PRO-FAMILY WELFARE POLICIES

1. AFDC-UP.Beginning on January 1, 1990, all States would be
required to implement the AFDC-Unemployed Parent program
Under this program, two-parent families in which the principal
earner is unemployed may qualify for AFDC/FSP benefits.

2. Special Provisions for Minor Parents.States would be re-
quired to provide case management services for minor parent fami-
lies. Minor parents generally would be required 'o live at home
with their parent(s) or in other supportive living arrangements in
order to qualify for AFDC/FSP. For those living at home, the cur-
rent rule, which requires States to consider the income and circum-
stances of the parent of a minor child when determining eligibility
[if the minor is living with her parent(s)], would be repealed.

States would be permitted to require school attendance by the
minor parent and require that the minor parent participate in
training in parenting and family living skills, including nutrition
and health education if day care is guarantc ' and participation is
part-time.

G. TITLE VIi.-BENEFIT IMPROVEMENTS

1. Annual Evaluation. Each State would be required to re-evalu-
ate its AFDC/FSP need and payment standards annually and
report the results of this evaluation to the Secretary of Health and
Human Services and the public.

2. Enhanced Federal Match.Beginning on October 1, 1988,
States would receive a higher Federal match for AFDC/FSP bene-
fit increases. To accomplish this, the Federal match would be in-
creased by 25 percent for any AFDC/FSP benefit increases. States
would be prohibited from lowering benefits below the current
nominal level. A study of the implementation and effec+ of this pro-
vision would be required 3 and 5 years after enactment.

3. Maz:-zum Benefit Study.The National Academy of Sciences
would study alternative minimum benefit proposals, including a
family living standard, weighted national medial, income, State
median income and the poverty level.

PI TITLE VIIL-MiSCELLANEOUS PROVISIONS

1. AFDC-Food .Qtarip Coordination.A commission would be es-
tablished to study and make recommendations on AFDC-food
stamp coordination

2. Uniform Reporting Requirements.Standard reporting re-
quirements would be established for this Act and for the social
services block grant authorized under Title XX of the Social Secu-
rity Act.

3. New York State Demonstration.The Secretary of Health and
Human Services would be authorized to permit the State of New
York to test a child support denionstation program as an alterna-
tive to the existing public assistance system.

4. Homeless Families.Demonstration projects would be author-
ized to test whether emergency assistance payments to homeless
families can be reduced through the construction or renovation of
permanent housing.
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5. Washington State Demonstration.The Secretary of Health
and Human Services would be authorized to grant waivers for the
State of Washington to carry out its Family Independent Program.

6. Interagency Panel.An interagency panel to evaluate employ-
ment and training activities and demonstrations would be estab-
lished under the Secretary. Panel representatives would be from
the General Accounting Office, Congressional Research Service,
Congressional Budget Office, and the Office of Management and
Budget.

7. American Samoa.The AFDC program would be extended to
American Samoa to the same extent and under the same condi-
tions that AFDC is available to the territories and the Common-
wealth of Puerto Rico. Funds would be limited to $1 million per
year.

8. Increased Funds for the Territories.The ceiling on funds to
the Commonwealth of Puerto Rico, Guam and the Virgin Islands
would be permanently increased by $10 million. The funds would
be distributed as follows: Commonwealth of Puerto Rico, $9.27 mil-
lion; Guam, $425,000; and Virgin Islands, $309,000. In addition, a
study would be conducted to identify ways to correct the obvious
imbalances that exist among the territories, and between the terri-
tories and the States.

9. Study of Housing Problems.An interagency working group
-taffed by the Department of Health and Human Services and the
Department of Housing and Urban Development would report to
Congress the results of a study of housing problems experienced by
AFDC recipients, particularly transient families. Data on the
number of evictions, the available housing stock and successful in-
novative programs would be included. The study would be due
within six (6) months after the date of enactment and would in-
clude recommendations for action.

10. Sanction for Failure to Complete Treatment for Drug or Alco-
hol Abuse.Upon notice from a treatment program, benefits for
any AFDC/FSP recipient who refuses to participate in, and com-
plete, a drug or alcohol abuse treatment program would be termi-
nated.

II. EXPLANATION OF PROVISIONS

SECTION 1 -SHORT TITLE AND TABLE OF CONTENTS

Present Law
No provision

Explanation of Provision
Sec 1 establishes the short tile of H R. 1720 to be the "Family

deform Act of W87" and provides a table of contents for
the bill.
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SECTION 2.AFDC REPLACED BY FAMILY SUPPORT PROGRAM

Present Law
Title IV-A of the Social Security Act provides for payment of Aid

to Families with Dependent Children (AFDC) in accordance with
approved State plans.

Explanation of Provision
The bill would replace AFDC with a new Family Support Pro-

gram as described in the following sections. The requirement for an
approved State plan would be retained.

A. TITLE I.-NATIONAL EDUCATION, TRAINING AND WORK (NETWORK)
PROGRAM

Under present law, authority for AFDC work activities is in-
cluded in two titles of the Social Security Act: Title IV-A, which
authorizes the Aid to Families with Dependent Children (AFDC)
program and Title IV-C, which authorizes the Work Incentive
(WIN) program. Title IV-A identifies the AFDC recipients who are
required to register for WIN and includes authority for several
work and training activities, including job search, work supplemen-
tation, and community work experience programs. Title IV-C au-
thorizes the WIN program, which can provide assessment, training,
employment and other employment-related activities, including job
search for AFDC recipients. In FY 87, WIN funding totals $110 mil-
lion and is scheduled to expire on June 30, 1987; the House supple-
mental appropriations bill includes additional WIN funds for the
remainder of FY 87.

H.R. 1720 does not make substantive amendments to Title IV-C.
It does, however, sever the connection between AFDC and WIN
and proposes a new work, education and training program for eligi-
ble AFDC applicants and recipients within Title IV-A of the Social
Secuirty Act. A detailed description of this new program follows.

1. State Plan Requirement (Sec. 101(a) of the bill).
Present Law

No Title IV-A requirement.

Explanation of Provision
The bill would require each State, as a condition of receiving

Title IV-A funds, to establish an education, training and work pro-
p am.

2. Establishment and Operation of State Programs (Sec 101(b) of
the bill).

Present Law
No title IV-A requirement

Explanation of Provision
The bill would require each State Title IV-A agency to submit a

plan, subject to the approval of the Secretary, providing that the
NETWork program be available in each political subdivision of the
State where it is feasible.
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The NETWork program would be administered by the Title IV-A
agency. Federal funds available under the NETWork program
would augment and expand existing services and could not replace
or supplant State or local funds.

Private sector and local government participation would be re-
quired in planning and program design. In addition to assuring co-
ordination and consultation, this requirement is intended to assure
that the State program is responsibe to the needs of the local com-
munities, that participants are trained for jobs that will actually be
available in the community, and that, when appropriate, the capac-
ity of local governments to deliver the services be considered and
accommodated in planning the program.

The Committee recognizes that the basic AFDC/FSP program is
not locally administered in many States. However, the need for pri-
vate sector and local government involvement in NETWork plan-
ning and design transcends the State administrative arrangement.
Further, the Committee expects that private sector participation
will be coordinated through and, when the State Title IV-agency
determines it appropriate, provided by the private industry coun-
cils authorized under the Job Training Partnership Act. Local gov-
ernment participation should include local welfare agencies, local
public schools, community colleges and local vocational training in-
stitutions, and local employment and training agencies.

3. Participation Requirements and Exemptions (Sec. 101(c) of the
bill and Secs. 402(aX19) and 407 of the Social Security Act).

Present Law
Present law requires non-exempt individuals to register with the

Department of Labor for manpower services, training, employment
and other employment-related activities, including job search.

The following individuals are exempt from participation: (a) a
child under age 16 who is attending school; (b) a person who is ill,
incapacitated or of advanced age; (c) a person who lives in a remote
area; (d) a person needed in the home because of family illness or
incapacity of a family T'' embPr; (e) the parent or other relative of a
child under the age of 6 who is personally providing care for the
child with only very brief and infrequent absences; (f) a person who
is working at least 30 hours per week; and (g) a pregnant woman if
the child is expected to be born within 3 months.

States are required to inform the parent or other relative caring
for a child under 6 of the option to register and of the child care
services (if any) that will be available. In addition, HHS has used
the demonstration authority in section 1115 of the Act to permit
States to require registration by , 2r, -nts of children under the age
of 6. Current law exempts one parent in a two-parent family from
participation.

Explanation of Pr6,,ision
The bill would require participation by non-exempt adults if the

program is available and resources otherwise permit. It also would
require the State to inform all title IV -A recipients of the pro-
gram. States would be required to ensure participation of volun-
teers to the maximum extent possible.

) ,
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States also would be required to designate three target popula-
tions: (a) families with teenage parents and families with parents
who were under age 18 when their first child was born; (b) families
that have been receiving Title IV-A benefits continuously for 2 or
more years; and (c) families with children urder 6 years of age.

The bill would exempt from participation: (a) an individual who
is ill, incapacitated or 60 years or older; (b) an individual needed in
the home because of the illness or incapacity of a family member;
(c) an individual who is working 20 or more hours per week; (d) a
woman who is pregnant; (e) an individual who resides in an area of
the State where the program is not available; and (0 an individual
under age 16, except for minor parents required to participate by a
State.

The bill would exempt from participation the parent or r her rel-
ative of a child under 3. Parents of children between the ages of 3
and 6 would be required to participate, as State resources permit.
Such participation must be part-time with day care guaranteed.
The Secretary could permit a State to require participation by par-
ents of children under the age of 3 and over the age of 1 if partici-
pation is part-time and the State can demonstrate appropriate
infant care can be guaranteed within the dollar limitation ($200
per month per child under 2 and $175 per month per child 2 and
over) established by the Act.

Also, the bill would establish that, in a two-parent family, the ex-
emptions would apply to one parent only. States would be permit-
ted to require participation by both parents if appropriate child
care is guaranteed.

4. Coordination with Existing Recipient Activities (Sec. 101(cX5)
of the bill).

Present Law
No provision.

Explanation of Provision
The bill provides that if the adult caretaker or a dependent child

is already attending school or training designed to lead to employ-
i. such attendance may constitute satisfactory participation in
the e, m, but th 3 costs of such shcool or training would not be
Federal"), reimbursable expanses under Title IV-A. Also, the bill
would provide for sucoort se,-vices in these cases, as long as t}' ac-
tivities are a part of the fami y support plan.

5. Service Priorities (Sec. 101(d) of the bill).

Present Law
No Title IV-A requirement.

Explanation of Provision
To the e:..Lent that State resources do not permit the inclusion in

the program of all mandatory participants and volunteers. services
are to be provided according to the following priorities: (a) first pri-
ority to volunteers in the target populations (see item 3); (b) second
priority to mandatory participants in the target populations; (c)
third priority to mandatory participants in a family in which the
youngest child is within 2 years of becoming ineligible for benefits

1
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because of age; (d) fourth priority to all other volunteers; and (e)
fifth priority to all other mandatory participants. Within priority
groups, States must give preference to individuals who actively
seek to participate. (See Flow Chart of NETWork Participation
Rules.)
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FLOW CHART OF NETWork PA-TICIPATION PULES

IFSP(AFLC) Recipients'

[Not Exempt

Mandator' NETWork
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C-empt ]f:

o Ill, incapacitated or 60+ years;
o Needed at home (illness/incapa-

city of a family member);
o Parent/relative of child under 3

except for
State option to require parent
of children between 3 and 1
to participate if appropriate
infant care is guaranteed within
dollar limits.

o Working 20+ hours per week.
o Pregnant woman;
o Residing in an area where program

is not available, or
o Under age 16, except for minor

parents required to participate.

I

NETWork
Volunteers
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who were under age 18 at birth of first child;

o Families receiving FSP/AFDC continuously for 2
or more years,

o Families with children under 6 years of age

Second Priority 71
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-i
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of age.

First isima77---
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in Target Populations
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Volunteers who are not
in first priority group.

Priorities would not app'; to States tnat
provide satisfactoly assurances that they
will serve ,11 %klunteers and mandator}
participant. within 3 years after the
effective datc n1 NFTS,Nor in the State
a 111,t cur,,IdLtatIon would be given to thosc

activel} .,.Yini to participate
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However, some States may plan to serve all mandatory partici-
pants and volunteers, but will find it necessary to phase in the pro-
gram over several years in order to meet that goal. As a result, the
bill provides that these priorities would not apply to States that
provide satisfactory assurances that they will serve all mandatory
participants and volunteers within three years after the effective
date of thn State's NETWork program. This will give States added
flexibility to achieve the goals of H.R. 1720 without disrupting
State plans for implementing comprehensive education, employ-
ment and training programs for AFDC/FSP recipients.

6. Orientation (Sec. 101(e) of the bill)

Present Law
No orientation to work activities is required. States are required

to describe the day care services (if any) that will be available to
the parent or ether relative caring for a child under 6. The mother
is permitted to choose the type of day care when more than one
kind is available.

Explanation of Provision
The bill would require that the State provide eligible applicants

and recipients of Title IV-A benefits with orientation to NETWork,
including descriptions of day care services and available health cov-
erage transition options. The orientation must be designed to pro-
vide full information about the opportunities offered by the NET-
Work program and must also describe the obligations of partici-
pants. The orientation would be provided to all AFDC applicants
and recipients.

7. Assessmuit and Family Support Plan (Sec. 101(f) of the ill).

Present Law
No Title IV-A requirement.

Explanation of Provision
The bill would require the States to assess the educational needs,

skills and employability of each participant in the program, and to
review family circumstances and the needs of the children. It
would require that a family support plan be negotiated by the
adult caretaker and the State agency. The plan must be based on
the assessment. The family support plan must detail all of the ac-
tivities which will be undertaken and, to the maximum extent pos-
sible, should reflect the preferences of the family members in-
volved.

8 Agency-Client Agreement and Case Management (Sec. 101(g) of
the bill).

Present Law
N lrovision.

Explanation of Provision
The bill would require the State agency and the participant to

negotiate an agreement detailing the responsibilities of both par-
ties under the NETWork program The participant would have to
b4 given an opportunity for a fair hearing in the event of a dispute
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involving the contents of the family support plan, the contents or
signing of tke agency-client agreement, the nature or extent of the
participation in the program, or any other aspect of participation,
including a dispute involving the imposition of sanctions and the
participant's right to conciliation before a sanction is imposed. In
addition, the State would be required to provide case management
services to each family participating in NETWork. If the terms of
the agreement are not observed by any party, this would not be a
cause of action against the Federal government.

9. Range of Services and Acttvitit., (Sec. 101(h) of the bill and
Secs. 402(aX35), 409 and 1115 of the Social Security Act).

Present Law
States are permitted to require: (a) applicant and recipient job

search; and to operate (b) community work experience programs
(CWEP); and (c) work supplementation programs. Additional work-
related activities are authorized under Title IV-C. Children over
the age of 16 who are not in school are required to register foi
WIN.

Explanation of Provision
The bill would require that States provide a broad range of serv-

ices including 9 of the following: (a) high school or equivalent edu-
cation; (b) remedial education, English as a Second Language (ESL)
and advanced education as appropriate; (c) group and individual job
search; (d) on-the-job training; (e) skills trraining; (0 work supple-
mentation programs; (g) com. pity work experience programs; (h)
job readiness activities; (i) counseling, information and referral; (j)
job ri.evelopment, job placement and follow-up services; and (k)
other education and training activities as determined by the State
and allowed by the Secretary. ,See Flow Chart of NETWork Serv-
ices

The bill would require States to make items (a), (b), (c), (e), (h), (i),
and (j) available plus at least two of the other activities described.
States must encourage children not otherwise in participating fam-
ilies to take in any of the program activities and provide additional
services designed to help children stay in school and obtain mar-
ketable job skills. Training activities could no interfere with school
attendance
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FLOW CHART OF NETWurx SERVICES
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NETWork is a comprehenssive program designed to provide edu-
cation, training, day care subsidies and transportation reimburse-
ment to AFDC families. There are services to AFDC families, not
cash income. Therefore, the Committee expects that the value of
these services shall not be counted in determining eligibility for
other Federal programs such as subsidized housing and food
stamps or the amount of such benefits.

10. Working Conditions, Wage Rates, and Displacement (Sec.
101(h)(4), 101(hX5), 101(h)(6), and 101(h)(7) of the bill and Sec. 409(a)
of the Social Security Act)

Present Law
Under current law, community work experience programs

(CWEP) must provide appropriate standards for health, safety, and
other relevant conditions. Community work experience programs
may not result ii. the displacement of persons currently employed,
or the filling of established unfiilal vacancies. Hours of CWEP par-
ticipation are determined by dividing the Title IV-A benefit by the
minimum wage. The State agency is required to provide appropri-
ate worker's compensation.

Explanation of Provision
The bill establishes rules for working conditions, wage rates and

a prohibition on displacement that would apply to all activities
under NETWork. Specifically, it would require work assignments
to be consistent with the physical capacity, skills, experience,
health, family responsbilitiLs and place of residence of the partici-
pant. The State also would have to assure appropriate standards
for health, safety, and working conditions.

The bill would prohibit displacement of currently employed
workers and would prescribe a two-tiered procedure for determin-
ing whether displacement has occurred. A State level grievance
procedure would be used for complaints about the NETWork pro-
gram and its activities from participants, subgrantees, subcontrac-
tors, and other interested persons. State decisions on displacement
and promotion infringement complaints could be appealed to the
Secretary of Health and Human Services. The bill also provides
that the existence of the grievance procedure does not preclude
civil action or the pursuit of other remedies authorized under Fed-
eral, State or local law.

Participants could not be assigned to employers who have termi-
nated employment or laid off employees with the intention of fill-
ing the vacancies with NETWork participants. NETWork partici-
pants could not be assigned to jobs that infringe on promotional op-
portunities of current employees and CWEP participants could not
fill established unfilled vacancies.

Wage rates for positions to which participants are assigned
would have to meet certain standards. In the case of work subsi-
dized witn Federal Title IV-A fundssuch as the community work
experience program (CWEP), and work supplementationthe
wages must equal the current pa:, scale for that job for that em-
ployer. The pay scale is established employer by employer. It is not
established on an area-wide basis combining many employers as
Davis-Bacon Act wage rates are In the absence of a current pay
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scale for that job, wager must equal th ipplicable Federal or State
minimum wage. Unsubsidized jobs in which recipients may work
would not be affected by the pay scale language. The effect of this
language is simply to provide that two workers with similar skills
and experience who are performing the same job for a particular
organization should be paid the same wage level if the Federal gov-
ernment is in part subsidizing the wages. In addition, appropriate
wog ker's compensation would have to be provided.

States would be prohibited from requiring a participant to accept
a job if it would result in a net loss of income (including the insur-
ance value of any health benefits) to the participant or family.

11. Coordination (Sec. 101(hX9) of the bill)

Present Law
No Title IV-A requirement.

Expanation of Provision
The bill would require coordination of NETWol ' with JTPA and

other relevant employment, training and education programs in
the State. States would be encouraged to establish an advisory com-
mittee. In addition, the State's NETWork plan would be submitted
to the State Job Training Coordinating Council for review and com-
ment 90 days prior to submission to the Department of Health and
Human Services. Those components of the State plan for NETWorx
which relate to job training and work place preparation must be
consistent with the coordination criteria specified in the Governor's
coordination and special services plan required under Section 121
of the Job Training Partnership Act.

The bill also would require coordination of NETWork with exist-
ing early childhood education programs within the State.

12. State Service Contracts (See 101(h)(11) of the bill).

Present Law
No provision.

Explanation of Provision
Permits the State to contract with public or private agencies for

any of the services or activities made available under the program.
The NETWork program does not replace or supplant existing edu-
cation and training programs in the States. Instead, it is designed
to provide additional resources to the States and to target those re-
sources to serve the needs of AFDC/FSP families. The Committee
expects that, whenever appropriate, the funds authorized under
this bill will be combined with ocher State resources and that the
Title IV-A agency will contract with existing providers of educa-
tion and training services whenever the title IV-A agency deter-
mines it would be appropriate to do so.

13. Work Supplementation Program (Sec. 101(i) of the bill and
Sec. 414 of the Social Security Act)

Present Law
Present law permits States to operate a work supplementation

program for volunteers in which all or a portion of the Title IV-A

=ffierammmMilm1011111111011111.
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benefit is used to subsidize a job. fhe subsidy may last for up to 9
months. States may continue Medicaid eligibility for participants.
Explanation of Provision

The bill keeps current law, with certain technical, clarifying, and
conforming amendments. In addition, it would require States to
continue Medicaid eligibility for participants.

14. Community Work Experience Program (CWEP) (Sec. 101(j) of
the bill and Sec. 409 of the Social Security Act).

Present Law
States may, at their option, operate community work experience

programs in which participants perform unpaid work in exchange
for Title IV-A benefits. The maximum number of hours of work is
equal to the Title IV-A benefit divided by the minimum wage.

Community work experience programs must be designed to im-
prove the employability of participants through actual work experi-
ence and training and to enable participants to move promptly into
regular public or private employment. CWEP is limited to projects
which serve a useful public purpose in fields such as health, social
services, environmental protection, education, urban and rural de-
velopment and redevelopment, welfare, recreation, public facilities,
public safety, and day care. To the extent possible, the prior train-
ing, experience and skills of a recipient must be used in making
work experience assignments.

Explanation of Provision
The bill would permit States to operate two fcrms of community

work experience programs in which participants perform unpaid
work and receive training in exchange for Title IV-A benefits. Re-
assignment to CWEP would be prohibited.

The first program option would require participants to work and
to receive training for a period not exceeding 6 months, with the
maximum number of hours required to work equal to the IV-A
benefit divide.1 by the current hourly pay scale for the position in
whirl: the participant works or, if there is no current pay scale for
that position, by the appropriate minimum wage. In States electing
this option, the portion of an individual's benefit for which the
State is reimbursed by a child support payment shall not be taken
into account in determining the number of hours to be worked.

Under the second option, participants would be required to per-
form unpaid work experience and to receive training for not more
than a combined totai of 30 hours per week for a period not exceed-
ing 3 months.

15. Job Search (Sec. 101(k) of the bill and Sec. 402(a)(35) of the
Social Security Act).

Present Law
Under current law, States may operate a job search program for

applicants and recipients.

Explanation of Provisions
The bill would require States to establish and implement a job

search program Any job search requirement must be part of the
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family support plan. States would have flexibility with respect to
the timing of the job search activity. Job search could occur while
the application is being processed, after assessment, after education
and training and at other appropriate times during NETWork par-
ticipation. The bill stipulates that participation in job search alone
shall not be sufficient to qualify as participation if the job search
does not result in employment. Further, a job search requirement
may not delay an applicant's eligibility determination or payments.

16. Sanctions for Failure to Participate (Sec. 101(1) of the bill and
Sec. 402(a)(A) of the Social Security Act).

Present Law
Mandatory WIN registrants are penalized for failure without

good cause to participate in WIN by reducing or eliminating Title
IV-A benefits. In a single-parent family, the noncooperating indi-
vidual is removed from the grant. In a two-parent family, the
entire family is ineligible. Regulations require sanctions to con-
tinue for 3 months in the first instance of failure to cooperate and
for 6 months in the second or subsequent instance.

Explanation of Provision
The bili would require conciliation before sanctions are imposed.

It would sanction mandatory participants by reducing Title IV-A
benefits for failure without good cause to participate in NETWork,
as follows. In a single parent family, the needs of the individual
who fails to participate would not be taken into account in deter-
mining the AFDC/FSP grant. This is the same as current law. In a
two-parent family in which both parents have been required to par-
ticipate, the neeCs of the individual who fails to participate would
not be taken into account in determining the AFDC/FSP grant. In
a two-parent family in which only one parent is required to partici-
pate, the needs of both parents would not be taken into account in
determining the AFDC/FSP grant.

In the first instance of failure to cooperate without good cause,
the bill would continue sanctions until the failure to comply ceases.
In the second instance, the ssnction would continue for a minimum
of 3 months. In either case, after 3 months, the State would be re-
quired to remind the individual of his or her option to end the
sanction. Also, the bill stipulates that volunteers who drop out of
the program thereafter are to be given no priority for service, de-
pendent children who drop out of NETWork would be treated the
same as volunteers.

The sanction cannot be imposed until efforts toward conciliation
have been made and the participant has been given prior notice
and the opportunity for a hearing to contest the sanction. The con-
ciliation process could work as follows:

Upon finding that a mandatory registrant is not participating, a
notice of that finding would be mailed to the individual. That
notice would inform the recipient of the penalties for failure to par-
ticipate without good cause and request that the recipient contact
the assigned case manager so that a determination can be made of
whether there was good cause for nonparticipation.

When the mandatory participant or an authorized representative
contacts the case manager to discuss the issue of nonparticipation,
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the case manager would explore with the registrant or authorized
representative the reasons for nonparticipation and determine if
the reason(s) are acceptable under the agency's criteria for good
cause. "Good cause" criteria for nonparticipation might include:

Illness or incapacity;
Court-required appearances;
Family crisis or sudden change of individual or family cir-

cumstances;
Breakdown in transportation arrangements with no readily

accessible alternative means of transportation;
Inclement weather which prevented the recipient and other

persons similarly situated from traveling to or participating in
the prescribed activity;

Breakdown in child care arrangements;
Lack of other supportive services necessary for participation;

and
Other substantial and compelling reasons under guidelines

developed by the agency.
17. Regulations (Sec. 101(m) of the bill).

Present Law
No pro"ision.

Explan ztion of Provision
The bill would require the Secretary to publish proposed regula-

tions implementing the program within 6 months after the date of
enactment and final regulations within 9 months after the date of
enactment. The Secretary would be required to consult with the
States in developi,ig regulations.

18. Performance Standards (Sec. 101(n) of the bill).
Present Law

No provision.

Explanation of Provision
The bill would require the Secretary of Health and Human Serv-

ices to issue performance standards within one year after the date
of enactment. The Secretary would be required to consult with the
Congress, the Secretary of Labor, States, localities, educators and
other interested persons.

At a minimum, such standards would: (a) provide methods for
measuring the degree to which States serve those in the target pop-
ulation who will have the most difficulty finding employment; (b)
provide methods for determining whether States deliver intensive
services, tailored to the individual; (c) provide methods for measur-
ing the degree to which States place emphasis on volunteers; (d)
measure the cot. effectiveness of the employment portion of the
program and the welfare savings that result; (e) establish expecta-
tions for placement rates, including the minimum rate at which
participants within each priority group are to be placed in jobs,
complete school or both; (f) give appropriate recognition to the like-
lihood that unemployment and other economic factors will influ-
ence the success of the program; (g) take into account the extent to
which the program results in job retention, case closures, educa-
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tional improvements, and the degree to which recipients are placed
in jobs with employer-sponsored health benefits; and (h) any other
factors deemed to be important.

The Committee expects that the performance measurement
system will, in conjunc`ion with any evaluation studies, monitor
employed families who have become ineligible for AFDC/FSP bene-
fits. Such monitoring may be -lone on a sampling basis but shall be
of sufficient duration, well :n excess of 30 days, to reasonably deter-
mine the long-term success of the program.

The performance standards would be periodically reviewed by
the Secretary and modified as necessary. The Secretary would also
be required to develop and transmit to Congress a proposal for
modifying the rate of Federal payments to States to reflect the rel-
ative effectiveness of States in carrying out the program.

19. Evaluation, Research and Technical Assistance (Sec. 101(0) of
the bill).

Present Law
No Title 1V-A requirement.

Explanation cif Provision
The bill would require the Secretary of Health and luman Serv-

ices to provide for ccntinuing evaluation of the activities estab-
lished under NETWork. The Committee intends that such evalua-
tions include the use of control groups, random assignment and
such otner techniques as are useful in determining the success of
the program in helping families avoid long-term welfai 3 depend-
ence.

In addition, research would be required to examine: the effective-
ness of giving priority to volunteers; appropriate strategies for as-
sisting two-parent families; the wage rates of individuals placed in
jobs; the approaches that are most effective in meeting the needs of
specific groups, and types of participants; and the effect of target-
ing on families that include children below age 6. The Secretary
would be required to provide technical assistance to States, local-
ities, schools, and employers who participate in the program and
who request or require it.

20. Reporting Requirements (Sec. 101(p) of the bill).
Present Law

No Title IV-A requirement.

Explanation of Provision
The bill would require the Secretary to establish uniform report-

ing requirements, which at a minimum include: average monthly
number of families assisted, types of families, amounts eApended
per family, and length of participation. This information would be
required to be provided for each of the services under NETWork.

21. Federal Financial Participation (Sec 102(a) of the bill and
Sec. 403(a) of the Social Securit; Act).

Present Law
States received, under current law, a 50 percent Federal match

for AFDC administration, including the costs of job search, CWEP
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and work supplementation as part of the Title IV-A entitlement.
States also receive funding under Title IV-C of the Act, the WIN
program. WIN funds are limited to 90 percent of a capped amount.
Explanation o, -Provision

The bill would provide a 65 precent Federal match for NETWork
education and training costs as part of the Title IV-A entitlement.
The State match would be 35 percent. The basic Federal AFDC ad-
ministrative match would remaii at 50 percent. NETWork admin-
istrative costs also would be reimbursed with 50 percent Federal
funds. The costs of case manag,ment would be considered adminis-
trative costs.

22. 100 Hour Rule Demonstration Projects (Sec. 102(b) of the bill
and Secs. 1115 and 407 of the Social Security Act).
Present Law

Current regulations define "unemployment" as working less
than 100 hours per month under the AFDC-UP program. Two-
parent families in which the principal earner works more than 100
hours per month are ineligible for AFDC regardless of the level of
earnings.

Explanation of Provisions
The bill would authorize 5 State and local demonstation projects

to test the elimination of the 100 hour rule for recipients of AFDC-
UP.

23. Early Childhood Development Demonstrations (Sec. 102(b) of
the bill and Sec. 1115 of the Social Security Act).

Present Law
No provisions.

Explanation of Provision
The bill would authorize 10 demonstration projects to test the

effect o. in-home early childhood development programs, including
academic credit for student volunteers, and pre-school cent -based
development programs. The projects would be designed to enhance
the cognitive skills and linguistic ability of children under th age
of 5 in programs emphasizing the use of volunteers. A special em-
phasis would be placed on inprovir;5 communications skills and de-
veloping the ability to read, write and speak the English language
effectively. The demonstrations sviuld extend for up to 3 years with
an evaluation submitted to the Congress by HHS after year 1 and
before the end of year 3. There would be authorized to be appro-
priaed such sums ;As are necessary.

24. General Demonstration Authority (Sec 102(b) of the bill and
Sec. 1115 of the Social Security Act).

Present Law

Under Section 1115 of the Social Security Act, States are permit-
ted to operate demonstrations likely to assist in promoting the ob-
jectives of Title IV-A

H.Rept.100-159 0 - 87 - 3
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Explanation of Provisions
The bill would authorize general work education and training

demonstration projects under Section 1115 of the Social Security
Act. It woud also permit State demonstration projects, targeted to
Title IV-A children, that would be designed to test financial incen-
tives and inter-disciplinary approaches to reducing school dropouts,
encouraging skill development and avoiding welfare dependence.
Demonstrations would be required to be conducted for at least one
year but no more than 5 years.

25. Effective Date (Sec. 104 of the bill).

Present Law
No provision.

Explanation of Provision
The bill would require States to implement the NETWork pro-

gram by October 1, 1989. With the approval of the Secretary,
States may elect to participate in the program at any time after
the proposed regulations have been published. The provisions re-
quiring the Department of Health and Human Services to publish
regulations, develop performance standards, conduct evaluations
and establishment uniform reporting requirements are effective on
enactment.

B. TITLE II.-DAY CARE, TRA NSFORTATION AND OTHER WORK-RELATED
EXPENSES

1. Payment of Day Care Expenses (Sec. 201(a)(1) of the bill and
Sec. 402(a)(8) of the Social Security Act).

Present Law
States are required to disregard certain earned income when de-

termining the amount of benefits to which a recipient family is en-
titled. For child care, States must disregard actual expenses up to
$160 per month per child. Child care expenses are disregarded at
application and when calculating benefits. ri he disregard is avail-
able only to working families. The Federal share of these expendi-
tures for a State is equal to its Title IV-A benefit match.

Explanation of Provision
The bill would require States to pay the day care expenses,

under Title IV-A, of eligible individuals who have a need for such
services and who are working, in school or training, or participat-
ing in NETWork. The State would be required to provide day care
either through contracts, certificates, or disregards. In the case of
disregards, child care expenses could not exceed the dollar limit in
the bill and would otherwise be treated as under current law, but
would be deducted last

The bill would limit reimbursement to $175 per month per child
age 2 and over and $200 per month per child under age 2. The Fed-
eral share of these expenses for a State would be equal to its Title
IV-A benefit match. States could reimburse more than these limits
using State funds, but there would be no Federal match.

')



67

The bill would require day care services to meet applicable
standards of State and local law and would also require child careservices involving more than 2 children to meet standards set bythe State that ensure basic health and safety protections.
Effective Date

The effective date would be October 1, 1987, unless the State leg-islature is not in a regular session on the date of enactment of this
bill and State legislation is required to provide the funds needed to
carry out the amendments made by this Title (or otherwise to im-
plement the amendments). In such case, the effective date for the
State would be the first day of the next Federal fiscal year thatbegins after the State legislature has convened for a regular ses-sion during which a buezet is (or is scheduled to be) adopted by theState.

2. Reimbursement of NETWork Transportation and Other Work-
Related Expenses (Sec. 201(aX2) of the bill).
Present Law

No current Title IV-A requirement.
Explanation of Provision

The bill would require Title IV-A agencies to reimburse NET-Work participants up to $100 per month (adjusted for inflation) for
transportation and other work-related expenses. If the participant
must travel 100 miles or more to the NETWork assignment, reim-
bursement could be as much as $200 per month. The Federal share
of these expenditures for a State is equal to its Title IV-A benefitmatch.

Effective Date

This provision would be effective on the date a State implementsits NETWork program. The bill requires States to implement the
NETWork program by October 1, 1989. With the approval of the
Secretary, however, States may elect to participate in the program
at any time after the proposed regulations have been published.3. Limitations on Treatment of Day Care Expenses (Sec. 201(a)(4)
of the bill).

Present Law
No provision.

Explanation of Provision
The bill stipulates that the value of any day care provided or re-

imbursed shall not be treated as income for any Federal needs-
based program and may not be claimed as an employment-related
expense for purposes of the dependent care credit.
Effective Date

The effective date would be October 1, 1987, unless the State leg-islature is not in a regular session on the date of enactment of this
bill and State legislation is required to provide the funds needed to
carry out the amendments made by this Title (or otherwise to im-
plement the amendments). In such case, the effective date for the
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State would be the first day of the next Federal fiscal year that
begins after the State legislature has convened for a regular ses-
sion during which a budget is (or is scheduled to be) adopted by the
State.

4. Day Care Transition (Sec. 201(b) of the bill).

Present Law
No provizion.

Explanation of Provision
The bill would pro ;ide for the extension of day care assistance

for 6 months to "itle IV-A families who become ineligible and have
earnings. Assistance would be limited to actual expenses up to $200
per child per month for children under 2 and $175 per month for
children 2 and older.

States would be required to establish a sliding scale formula for
calculating the individual's contribution to the day care expense.

7'ffectiue Date
The effective date would be October 1, 1987, unless the State leg-

islature is net in a regular session on the date of enactment of this
bi.1 and State legislation is required to provide the funds needed to
carry out the amendments made by tilis Title (or otherwise to im-
plement the amendments). in such ceele, the effective date for the
State would be the first day of the next Federal fiscal year that
'oegins after the State legislature has convened for a regular ses-
sion during which a budget is (or is scheduled to be) adopted by the
State.

5. Evaluation of Child Care Resources (Sec. 202 of the bill).

Present Law
No provision.

Explc nation of Provision
The, bill would require States to assess the availat ility and reli-

ability of child care services regularly and to develop new child
care resources as needed. Coordination with other child care re-
sources in the state would be required

Effective Date
The effective date would be October 1, 1987, unless the State leg-

islature is not in a regular session on the date of enactment of this
bill and State legislation is required to provide the funds needed to
carry out the amendments made by this Title (or otherwise to im-
plement the amendments) In such case, the effective date for the
State would be the first day of the next Federal fiscal year that
begins aft-.)r the State legislature has convened for a regular ses-
sion during which a budget is (or is scheduled to be) adopted by the
State.

6. Demonstration Projects (Sec. 201(c) of the bill nd Sec 1115(b)
of the Social Security Act).
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Present Law
Regulations limit the equity value of a vehide that States can

exclude from the counted resource limit to at 'I-lost $1,500. States
may set a lower limit.

Explanation of Provision
A five-State, five-year test of applying the Food Stamp program

automobile value limits would be authorized. At least one rural
and one urban State must be selected. If the State of North Dakota
chooses to apply for the demonstration, it would be one of the rural
State participants.

In addition, 5 State demonstrations to encourage States to
employ AFDC/FSP mothers as paid day cal e providers would be
authorized. The demonstrations would be designed to test whether
such a training program can make additional day car services
available while also creating employment opportunities for AFDC/
FSP families.

Effective Date

The provision would be effective October 1, 1987.

C. TITLE III.-REAL WORK INCENTIVES

1. Earned Income Tax Credit (Sec. 301(a) of the bill and Sec.
402(aX8) of the Social SE curity Act).

Present Law
For AFDC purposes, the earned income tax credit (EITC) is tre-4

ed as er.. ned income only when it is actually received, either as an
advance payment or as a refund after the tax year has ended.
Explanation of Provision

The bill would require States to disregard any advance payments
or refund of the EITC when calculating AFDC eligibility or bene-
fits.

2. Changes in Earned Income Disregards (Sec. 201(a` of the bill
and Sec. 402(08) of the Social Security Act).
Present Law

At application, a State is required to disregard the following: (a)
the first $75 of earned income to cover work expenses; (b) actual
expenses up to $160 per month per child for day care; and (c) the
first $50 of any monthly child support payments.

The State may also disregard the dependent child's JTP fit earn-
ings for 6 months and student earnings if these are also disregard-
ed for purposes of the gross income limit.

To calculate benefits of individuals determined to be eligible at
application, the State must disregard th following: (a) all of the
earned income of a dependent child who is a student and not work-
ing full-time; (b) toe first $75 of earned income to cover work ex-
penses; (c) actual expenses 'in to $160 per month per c1iild for day
care; (d) $30 of earned incoi - for 12 months; (3)'/3 of the remaining
earned income for 4 'nths; and (fi the first $50 of any monthly
child support paymen



70

The State may alsa disregard the dependent child's JTPA earn-
ings for 6 months aid student earnings if those earnings are also

--egarded for purposes of the gross income limit.
anation of Provision

The bill would require States to disregard, at application the fol-
lowing: (a) the first $100 of earned ncome to cover work expenses;
(b) in States choosing the disreg nproach, actual day care ex-
penses up to $175 per month p ild age 2 or more, $200 per
month per child under age 2; am , the first $50 of any monthly
child support payments. The State also would be allowed to disre-
gard JTPA earnings for 6 months.

To calculate benefits, the State would be required to disregard
the following items in the following order: (a) all of the earned
income of a dependent child who is a student and not working full
time, (b) the first $100 of an individual's earned ihcome; (c) 25 per-
cent of an individual's remaining earnings; (d) the first $50 of any
monthly child support payments; and (e) in States choosing the dis-
regard approach, actuai day care expenses up $200 per child per
month for children under 2 and $175 per child per month for chil-
dren 2 and over.

3. Optional State Disregard Increases (Sec. 301(b)(1) of the bill and
Sec 402(a)(f,) of the Social Security Act).

Present Law
No provision.

Explanation of Provision
The bill would hermit the State to increase the disregar .; so long

as the family's gross income is under 185 percent of he State
standard of need.

4. Adjustment of Standard Deduction (Sec. 301(b)(2) of the bill).
Present Law

No provision.

Explanation of Provision
The bill would require that the $100 standard deduction he ad-

justed annually for changes in the cost of living
5. Effective Date.

Present Law
No provision.

Explanation of Provision (Se,c 302 of the bill)
The effective date for the provisions of this Title would be on Oc-

tober 1, 1988, unless the State legislature is not in a regular session
on the date of enactment of this bill and State legislation is re-
quired to pro fide the funds needed to carry out the amendments
made by this Title (or otherwise to implement the amendments). In
such le, the effective date for the State would be the first day of
the next Federal fiscal year that begins after the State legislature
has convened for a regular s ion during which a budget is (or is
scheduled to be) adopted by the State.
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D TITLE IV.-TRANSITIOY NI, HEALTH CARE

1. Medicaid Transition (Sec. 4G1 of the bill and Sec. 402(a)(37) of
the Social Security Act).

Present Law
Title IV-A recipients are automatically eligible for Medi-;aid. In

addition, Medicaid coverage has been extended to certain families
who lose Title IV-A eligibility. This health coverage is available
under three circumstances: (a) families who become ineligible for
Title IV-A benefits due to an increase in earnings are eligible for 4
months of Medicaid; (b) families who become ineligible for Title
IV-A benefits due to the termination of the '/3 of remaining earn-
ings disregard after 4 months, receive 9 months of Medicaid with
State option for an additional 6 months; and (c) families who
become ineligible for Title IV-A benefits due to increased collection
of child support are eligible for 4 months of Medicaid. In the ise
of families with private health insurance, Medicaid pays for only
those health services not covered by the private insurance.
Explanation of Provision

The bill would require families who become ineligible for Title
IV-A benefits and have earnings to be deemed to be Title IV-A re-
cipients for the purpose of Title XIX (Medicaid) eligibility. Medic-
aid would he extended for 6 months. The bill prohibits the Medic-
aid extension for families that cease to include a dependent child
and those who have been sanctioned.
Effective Date

This Title would be effective on and after October 1, 1988, unless
the State legislature is not in a regular session on the date of en-
actment of this bill and State legislE on is required to provide the
funds needed to carry out the amendments made by this Title (or
otherwise to implement the amendments). In such case, the effec-
tive date for the State would be the first day of the next Federal
fiscal year that begins after the State legislature nas convened for
a regular session during which a budget is (or is scheduled to be)
adopted by the State.

E. TITLE V.-CHILD SUPPORT ENFORCEMENT AMENDMENTS

1. State Guidelines for Child Support A:varri Amounts (Sec. 501
of the bill and Sec. 467(a) and 467(b) of the Social Security Act).
Present Law

P.L. 98-378 requires that each State develop guidelines for child
support award amounts within the State. The guidelines must be
made available to all judge- and other officials who have the power
to determine child support awards within the State, but need not
be binding on them.

Explanation of Provision
The bill would requir" the guidelines to be a rebuttable presump-

tion for determining and updating awards under all child support
orders issued or modified in a State. The guidelines would be re-
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quired to be reviewed fully every 3 years to reflect cost-of living
changes. Child support orders would be required to be reviewed pe-
riodically and updated at least every two years.

The bill provides that when the guidelines are first applied to de-
termine support, they constitute a presumption about the appropri-
ate level of support. This presumption is rebuttable: the decision-
maker can make a different support award if he or she makes a
written finding that application of the g uidelines would be unjust
or inappropriate in a particular case. The presumption is also re-
buttable when awards are updated.

The bill also requires that orders be updated to reflect changes in
the absent parent s financial situation and in other circumstances.
In order to effectively make such a determination, the State must
require that both parties make available relevant financial infor-
mation.

Either parent would be permitted to contest the amount of an
updated award; a time-limited period would be provided for a deci-
sion by a State official on a request for review. This review would
include the opportunity for a hearing if either party requests one.
A hearing provides both sides with the opportunity to subpoena
and present documents, be assured that all testimony is under
oath, and to cross-examine the opposing partyimportant protec-
tions in factual disputes about the parties' financial situation.

2. Establishment of Paternity (Sec. 502 of the bill and Sec.
466(05) of the Social Security Act).

Present Law
All applicants for and recipients of Title IV-A benefits are re-

quired to cooperate with the State in establishing the paternity of
any child born out of wedlock. In addition, P.L. 98-378 mandates
that each State have in effect laws requiring the use of procedures
that permit the establishment of the paternity of any child at any
time prior to such child's 18th birthday. Laboratory costs incurred
in determining paternity in a fiscal year may, at the option of the
State, be excluded from the incentive grant calculation.

Explanation of Provision
The bill reiterates that current law requires States to establish

the paternity of Title IV-A children within the State. States would
be encouraged to establish simple civil procedures for voluntarily
acknowledging paternity and a civil procedure for contested pater-
nities. Use of a 95 percent probability index from blood tests as a
rebuttable presumption of paternity would be required.

The bill would clarify that the authority to establish paternity
until the chill is 18, included in the 1984 amendments, applies to
every child under the age of 18 on the date of enactment of the
1984 amendments, including those for whom a paternity action was
brought but dismissed because a statute of limitations of less than
18 years was then in effect in the State.

Also, States would be permitted, in calculating cost effectiveness
ratios, to impute $100 per month for 12 months in all cases in
which they have established paternity. Further, performance
standards for paternit, establishment would be set. In FY 89 the
number of paternity establishments must be 50 percent higher
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than in FY 86. In each of the subsequent 4 years, paternity estab-
lishments would be required to increase by 15 percent.

The Committee wishes to emphasize the importance of paternity
establishment and intends for these provisions to encourage pater-
nity establishments even in cases where child support cannot be
immediately collected.

3. Visitation Demonstrations (Sec 503 of the bill).
Present Law

No provisions.

Explanation of Provision
The bill would authorize demonstration grants, totaling no more

than $5 million per year, to determine the magnitude of absent
parent visitation problems and to test possible solutions. Demon-
strations may address custody issues, but could not allow child sup-
port to be withheld pending visitation.

4. Child Supprt Disregard Clarification (Sec. 504 of the bill and
Sec. 402(a)(8XA) of the Social Security Act)
Present Law

States are required to pay to the AFDC/FSP family the first $50of such amounts as are collected periodically which represent
monthly support payments without affecting Title IV-A eligibility
and benefits.

Explanation of Provision
The bill would clarify that the family is to receive the disregard

whenever the absent parent makes a timely payment and without
regard to the time it takes State agencies to process the payment.

5. Time Frames for State CSE Responses (Secs. 505 and 512 of the
bill).

Present Law
No provision.

Explanation of Provision
The bill would require the establishment of standards for theperiod of time within which a State must respond to requests for

assistance in locating absent parents c. e.itablishifig paternity and
begin proceedings to establish or enforce support awards.

Also, the Department would be requited to collect from the
States data on the number of requests for the various child support
enforcement services.

The following additional statistics would be reported, by State, to
Congress as part of the annual report; (1) the number of IV-D
cases, with AFDC and non-AFDC cases listed separately, that have
requested or require the identified service; (2) the number of IV-D
cases, again displayed separately for AFDC and non-AFDC, that re-
ceived the service; and (3) the number of cases needing the service
as a percentage of those that actually received it. The identified
services are: paternity establishment; location of an absent parent
for purposes of establishing a support order; establishment of a
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child support order; and location of an absent parent for purposes
of enforcing a support order.

6. Mandatory Automated Tracking and Monitoring (Sec. 506 of
the bill and Sec. 454 of the Social Security Act).

Present Law
States are permitted to develop and implement automated data

processing systems which control, account for, and monitor all of
the factors in the support enforcement collection and paternity de-
ternination process. The Federal shar?, of the planning and devel-
opment costs is 90 percent.

Explanation of Provision
The bill would require States to develop and to implement auto-

mated tracking and monitoring systems according time sched-
ule. All States would be required to have an operational automated
system by October 1, 1992. Special Federal matching of 90 percent
would expire on October 1, 1982.

7. Treatment of Interstate Funds (Sec. 5(/ of the bill and Sec.
458(d) of the Social Security Act).

Present Law
States receiving interstate child support enforcement demonstra-

tion funds must include these funds as part of the State's total IV-
D administrative costs, and thereby in the calculation of the State
incentive payments.

Explanation of Proposal
The bill would exclude the costs of interstate enforcement dem-

onstrations in computing a State's incentive payments.
8. Child Support Administrative Match and Presumptive Wage

Withholding (Sec. 508 of the bill and Sec. 455(02) of the Social Se-
curity Act).

Preseat Law
For FY 87, the Federal matching rate is 70 percent. It is schee-

uled to decline to 66 percent by FY 1990. In addition, States found
not to be in compliance with the act are subject to a loss of AFDC
administrative funds. As part of till Child Support Enforcement
program, States are required to enact laws that institute
wage withholding after a 30-day arrearage has occurred.

Explanation of Provision
The bill would lower the Federal matching ra,c to 66 percent for

States not in compliance with the 1984 amendn, nts wit'iin 6
months after the date of enactment. This penalty is in addition to
current law penalties. A permanent . -1 of 70 percent would be
provided to States that are in compliance with the 1984 amend-
ments and implement a presumptive N,,age withholding law. Under
such a law, wage withholding is immediate and does not await the
accrual of a 30 day arrearage. However, State laws must permit ex-
ceptions if: (1) one parent demonstrates, and the judge finds good
cause not to apply wage withholding; or (2) a written agreement is
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reached between both parties that provides for an alternative ar-
rangement.

9. Commission of Interstate Enforcement (Sec. 509 of the bill).
Present Law

No provision.

Explanation of Provision
The bill would establish a commission to study interctate child

su wort establishment and enforcement, and to d velop a new
model interstate law. The commission would be required to report
not later than one year after the date of enactment.

The Committee expects the commission to carefully consider all
possible remedies to the problems of interstate child support estab-
lishment and enforcement including the appropriateness, usefulnes
and feasibility of by law: (1) establishing a Federal child support es-
tablishment and enforcement system that removes this function
from the State level; and (2) establishing the Federal right of every
unemancipated child to be supported by such child's parent or par-
ents and conferring on certain local courts of the District of Colum-
bia and every State jurisdiction to enforce the right to support re-
gardless of such child's residence.

10. Study of Child Raising Costs (Sec. 510 of the bill).
Present Law

No provision.

Explanation of Provision
The bill would direct the Secretary to conduct a study of the pat-

terns of expenditures on children in two-parent families, in single-
parent families following divorce, and in single-parent families in
which the parents were never married. Particular attention must
be given to the relative standards of living in households in which
both parents and all of the children do not live together.

11. Demonstration Projects to Tcst Voluntary Work, Education,
and Training for Fathers Who Are Unable to Pay Child Support
(See. 5:1 of the bill and Sec. 1115(b; of the Social Security Act).
Present law

No pro vision.

Explanation of Provision
The bill would permit State to test methods of improving child

support enforcement in cases where the noncustodial parent is
unable to meet the support obligation. Under the demonstrations,
such parents would be encouraged to participate in work, education
end training activities available in the State

12. Access to DOL-Funded Quaterly Cross Match System (Sec 513
of the bill).

Present Law
No provision.



76

Explanation of Provision
The Federal Parent Locator Service (FPLS) and the State child

support agencies would be given access to the quarterly cross
match system funded by the Department of Labor and accessed
through an electronic system called INTERNET. The system
contains information on place of employment, social security
number, and addresses of employees that is currently used in the
unemployment compensation program. The costs of the computer
match would be paid by the requesting agency. ,:n the case of State
child suppc.1 agencies, such costs wcild be Federally remibursable
CSE expenses.

13. Effective Date (Sec. 514 of the bill).

Present Law
No provision.

Explanation of Provision
Except as otherwise noted, the amendments in Title V are effec-

tive on the first day of the first calendar quarter that begins one
year or more after the date of enactment.

F. TITLE VT.PRO-FAMILY WELFARE POLICIES

1. Mandatory AFDC-UP (Sec. 601 of the bill and Secs. 402(a) and
407 of the Social Security Act).

Present Law
States may, at their option, provide Title IV-A benefits to finan-

cially-eligible two-parent families in which the principal earner is
"unemployed", defined in regulations as working fewer than 100
hours per month. For eligibility, the law requires that the unem-
ployed parent have worked six or more quarters in any 13 calendar
quarter period ending within 1 year before applying for AFDC-UP.

Explanation of Provision
The bill would mandate Title IV-A benefits to fli_ancially-eligible

two-parent families in which the principal earner is "unemployed",
defined as working fewer than 100 hours per month.

States would be permitted to substitute for 4 of the 6 quarters of
work, quarters of full-time attendance in elementary or secondary
school, full-time participation in vocational training, or participa-
tion in a J r PA education or training program, but the bin would
set a lifetime limit of 4 quarters creditable to vocational training.
The bill woulu require a study by the General Accounting Office of
the policies and regulations regarding administration of the AFDC-
UP program within 6 months after the date of enactment.

Effective Date
The effective date would be January 1, 1990, except for he GAO

study.
2 Case Management Services for Minot Par 'f!t Families (Sec 602

of the bill and Sec 402(a) of the Social Security Act)
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Present Law
No provision.

Explanation of Provision
The bill would require that case management services be provid-ed to Title IV-A families in which at least one parez.t is a :ninon

rederal reimbursement for these services would equal 50 percent.
Effixtive Date

The effective date would be October 1, 1987.
3. Minor Parent Family Living Arrangements and Grandparent

Deeming (Sec. 602(b) of the bill and Sec. 402(a) of the Social Securi-
ty Act).

Present Law
Minor parents with dependent children eligible under Title IV-Amay live at home with their parents (the grandparents of the de-

pendent child) or mey elect to leave home and establish a separate
Title IV-A unit for themselves and the child. If the minor parent
and child choose to live with the grandparent of the dependent
child, a portion of the income of the grandparent(s) is considered indetermining Title IV-A eligibility and benefits.
Explanation of Provision

The bill -would require unmarried minor (under age 18) parent
families to live with a parent, 'egal guardian or other adult rela-tive or in a foster home, maternity home or other supportive living
arrangement in order to qualify for Title IV-A benefits unless theState determines it is impossible or inappropriate to do so. TheState agency would be permitted to waive this requirement if: (a)
the minor has no living parent or legal guardian whose where-
abouts are known; (b) the health or safety of the minor parent or
the child would be jeopardized or the living conditions are over-
crowded; (c) the parent of guardian refuses to allow the minor
parent and child to live in his or her home; or (d) the minor parent
has lived apart from the 1, -ent or guardian for at least a yearbefore the birth of the child or prior to making application for title
IV-A benefits.

The Committee intends that State IV-A agencies implement this
provision flexibly and that the State agency demonstrate beyond a
reasonable doubt that a minor parent may safely and appropriately
live at home. The responsibility for proving this should not be left
to the minor parent although the minor parent's full cooperation
in this regard may certainly be required. The Committee is con-
cerned that while it is generally in the minor parent's best interest
to live in a supportive home with adult supervision, it is also im-
portant to protect against any unintended adverse consequencesthat may result.

In determe.ing the minor parent family's eligibility, if the parent
of the minor parent is also eligible for Title IV-A benefits, the
minor parent and her child(ren) would constitute a separate unit
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The requirement that part of the income of the parent of a
minor parent be attributed to the dependent child in a minor
parent family would be repealed.

Effective Date
The effective date would be October 1, 1987.
4. Optional State Requirements for Minor Parents (Sec. 602(a) of

the bill and Sec. 417(c) of the Social Security Act).

Present Law
No provision.

Explanation of Provision
The bill would permit the State to require school attendance or

participation in training in parenting and family living skills, in-
cluding nutrition and health education, as a condition of Title IV-
A eligibility if appropriate day care is guaranteed.

Effective Date
The effective date would be October 1, 1987.

G. TITLE VII. BENEFIT IMPROVEMENTS

1. Annual Evaluation of Need and Payment Standards (Sec. 701
of the bill and Sec. 402(a) of the Social Security Act).

Present Law
By July 1, 1969, States were required to make a one-time adjust-

ment in their Title IV-A need and payment standards to reflect
fully changes in living costs. No further adjustments have been re-
quired.

Explanation of Provision
The bill would require an annual evaluation of the Title IV-A

need and payment standards, with particular attention to deter-
mining whether the amount assumed for shelter is adequate.

Effective Date
The effective date would be October 1, 1987.
2. Enhanced Federal Match for Benefit Improvements (Sec. 702 of

the bill and Sec. 403 of the Social Security Act).

Present Law
No provision.

Explanation of Provision
The bill would increase by 25 percent the Federal share of bene-

fit payments that represent an increase over the September 30,
1988 level of payments. This provision is intended to encourage
States to increase benefits The Committee expects that the Secre-
tary, in prescribing regulations for this provision, will endeavor to
implement the provision efficiently and effectively and without un-
necessary administrative burdens. Its implementation is purely an
administrative function, separate and unrelated to the determina-
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tion of eligibility and the calculation of benefits. In face, the only
impact on recipients ails:I caseworkers should be the final result: in-
creased benefits.

The provision would work as follows: The normal Federal match-
ing rate would apply to the level of benefits as of September 30,
1988. For any increases above this level, the Federal government
would pay a matching rate that is 25 percent higher than that for
1988. Enhanced matching rates would be calculated for a State for
each family size. Each family size matching rate would be weighted
by the proportion of all AFDC families in the State of that size.
such weighted matching rates for each family size would be
summed to obtain a total enhanced matching rate for the State.

Consider an example of a State with a benefit level of $300 per
month for a family of 3 and a 50 percent Federal matching rate.
Suppose this State increases its benefits by 3 percent. The new hen-
efit for a family of 3 would be $309 per month. The State's en-
hanced matching rate for a family of three would be calculated as
follows:

Current benefit level times current matching rate $300 00 x 50 = $150 00Plus enhanced matching rate for 3 percent increase 9 x 625 5 63
Total $155 63Divide by new benefit level $155 63/309 = 5037

The new enhanced Federal matching rate for a family of 3 is
.5037. The same calculation would be made for other family sizes
and the weighted sum would yield the new enhanced Federal
matching rate for the State.

The following table illustrates how the enhanced match is calcu-
lated.

EXAMPLE OF THE CALCULATION OF THE ENHANCED FEDERAL MATCHING RATE FOR A STATE

r Assumes a 3 perrent benefit increase)

family size
Current
monthly
benefit

$250

300

350

430

450

Cur end

cede, al match
rate

0 50

50

50

50

50

Bereld
mcrea,e

Enhanced

Federal match
rate

New be nit

Assumed
proporlion of
families A
-ach family

>lie

federal spare
of cost

2

3

4

5

6

Ne, enhanced

Federal matching

rate for State

$8

9

11

12

14

0 625

625

625

625

625

5253
309

361

412

464

0 20
40

20

10

10

0 1008
2015
1008

0504

0504

5039

The enhanced match is calculated using the benefit payment for
families with no other income. This simplifies the calculation and
targets the enhanced match to actual changes in payments. The
enhanced tch is not to be calculated on the basis of total pay
ments relative to a base period. Changes in total payments are a
function of population growth, unemployment, per capita income,
changes in the payment standard, and many other factors. A
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change in total payments does not necessarily indicate an increase
in benefits.

The Committee recognizes that States use a variety of formulas
to calculate payments to families with no other income. The en-
hanced match would apply to actual increases in payments to fami-
lies. So, for example, it would not apply to an increase in the need
standard that does not result in actual payment increases. Similar-
ly, in those States paying shelter costs to a maximum, the en-
hanced match would apply only to increases in the non-shelter por-
tion of the payment standard since an increase in the shelter por-
tion does not always result in a benefit increase.

Some States establish different need and payment standards for
regions within the State. The implementing regulations should
take this into account. If a State increases payments by different
amounts in the different regions, an averageweighted by the
number of families in each jurisdictionwill achieve the desired
result mathematically.

Finally, the Committee intends that the additional payments to
States that result from the enhanced match provision be made at
the same time and on the same basis as the regular Federal share
of payments is paid to the States. The family size weighting factor
would be calculated annually. In addition, if a State increases bene-
fits on the first day of a quarter, the enhanced match would be
paid from that date; any increases which take effect during a quar-
ter, would - ?ive the enhanced match on the first day of the fol-
lowing qua :.

In addition to the enhanced match provision, States would be
prohibited from lowering AFDC benefits below the nominal level in
effect on June 10, 1987. This will ensure that States do not gain
financially by lowering benefit levels and later taking advantage of
the enhanced match provisions. Benefit increases which result
from any law enacted on or before June 10, 1987 which take effect
on or before September 30, 198 could not be lowered. The en-
hanced match would apply, however, to any increases which take
effect after September 30, 1988, regardless of when the increase
was or is legislated.

A study and report of the implementation and effect of the en-
hanced match would be , equired three and five years after the date
of enactment. The study mould be conducted by the Department of
Health and Human Services
Effective Date

The effective date would he October 1, 1988.
3. Study of Minimum Benefit Proposals (Sec 703 of the bill)

Present Law
No provision.

Explanation of Provision
The bill would require a study by '',e National Academy of Sci-

ences of alternative minimum berieiit proposals for low-income
families with children, giving particular attention to what an ap-
propriate national minimum benefit might be and how it should be
calculated

') !
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The study would give consideration to alternative minimum ben-
efit proposals, including those that would link benefit levels to a
family living standard, nationa. median income, State median
income, and the poverty level. The study would also take into ac-
count the probable impact of a national minimum benefit on indi-
viduals and on State and local governments. A report would be due
24 months after the date of enactment.
Effective Date

The effective date would be October 1, 1987.

H. TITLE VIM-MISCELLANEOUS PROVISIONS

1 AFDC-Food Stamp Coordination (Sec. 801 of the bill).
Present Law

No provision.

Explanation of Provision
The bill would establish a commission to study and make recom-

mendations on AFDC-Food Stamp coordination. A report would be
required within one year after enactment with recommendations
for legislative, administrative and other actions.

The Committee expects that the commission will make an ex-
haustive review of the existing AFDC and food stamp rules and
that it will, at a minimum, review and make recommendations on
the following areas: the definition and amount of allowable re-
sources; treatment of lump sum benefits; treatment of student
earnings; value of the exempt vehicle; treatment of strikers; treat-
ment of child support; frequency of work registrations and exemp-
tions; circumstances and procedures for recouping overpayments;
monthly reporting and retrospective budgeting policies; time
frames for fair hearings; verification requirements; requirements
for recipient notice; application requirements; recertification and
redetermination requirements; rules for reporting changes in cir-
aimstances; treatment of aliens; treatment of life insurance and
burial plans; treatment of assets policies; treatment of student
grants, scholarships and loans; treatment of trainirg allowances;
trea,,ment of self-employment income; fraud control policies; and
penalties for non-compliance.

Effective Date
The effective date would he October 1, 1987
2 Uniform Reporting Requirements (Sec 802 of the bill)

Present Law
No provision

Explanation of Provision
The bill would require the Secretary to establish uniform report-

ing requirements needed to ensure that sections 402(a)(:t7), 402(h)
and 417 of the Social Security Act are being effectively implement-
ed. These sections deal with the Medicaid transition, child care ar-
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rai.,;ements and dollar limits, increases in the eL. tied income disre-
gards, and special provisions for families headed by minor parents

Effective Date
The provision would be effective on enactment.
3. State Reports on Expenditure and Use of Social Seruict.. Funds

(Sec. 803 of the bill and Ser.. 2006 of the Social Security Act).

Present Law
Each Sate is required to prepare reports on the activities carried

out with funds available under Title XX of the Act. Reports r to
be in such form, contain such information, and he of such frequen-
cy (but not less than every 2 years) as the State finds necessary to
provide an accurate description of such activities, to secure a com-
plete record of the purposes for which funds were spent, and to de-
termine whether funds were expended in a manner that is consist-
ent with the State plan.
Explanation of Provision

The bill would establish uniform reporting requirements for the
social services block grant authorized under Title XX of the Act.
Effective Date

P. provision is effective on the date of enactment
4. Eva1aation of Employment, Training, and Work Programs (Sec.

804 of the bill).

Present Law
The Secretary has general evaluation authority

Explanation of Provision
The bill establishes an interagency panel to design, implement

and monitor a series of implementation i evaluation studies to
asse 3 the methods and effects of the work education and training
programs established by the bill. The panel is required to report
annually for five years.

Effective Date
The interagency panel would be established within 3 months

after the date of enactment
5. Demonstration Projects on Hows,ng the Homeless (Sec. 805 of

the bill).

I . _dent Law
No provision

Explanation of Provision
The bill would authorize 3 State demons+ mtion projects testint.;

whether emergency assistance payments to homeless AFDC/FSP
families would be reduced through construction and renovation of
permanent housing. It would authorize $15 million for each oi 5
fiscal years.

Federal funds spent on construction and renovation per rnit
would be limited to the cost of housing a family in a tempt]. ary
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shelter for one year The State matching rate would be 10 percent-
age points above the current St.. AFDC matching rate. Over 10
years, the Federal cost of the grants for renovation and -instruc-
tion would be required to be less than the cost of temporary shel-
ters over the same time peri'xi.

Effective Date
The effective date would be Octob 1, 1987.
6. N__v York State Child Support Demonstration Project (Sec. 806

of the bill).

Present Law
No prevision.

Explanation of Provision
Th! bill permits the Secretary to approve a demonstration

projecc, in New York State for the purpose of testing its child sup-
port s-:pplement program as an alternative to the existing AFDC/
FSP program. The demonstration project would continue for 5
years.

Specifically, the C;IjId Support Supplement Program (CSSP),
would test alternative approaches to enhanci ig parental responsi-
bility for child support and providing econom c incentives to custo-
dial parents to obtain child support orders and employment.

CSSP would be designed so that mode: wages from a less than
full-time job, combines with child L..ipert payments or CSSP bene-
fits, will raise a custodial parent's income to a level equal to or
greater than the comparable AFC/FSP benefit. CSSP would pro-
vide stronger work incentives than AFDC, because publicly provid-
ed benefits would be reduced or "taxed away" at a lower rate.

Eligibility for the program would be open to AFDC recipients
with support orders and some other custodial parents, also with
support orders, who will be defined by the State as part of the dem-
onstrations. This will allow the State to test various combinations
of benefit levels and benefit reduction rates to see how people actu-
ally respond to the program in terms of going work or increasing
their earnings Federal reimbuiz;...i.ielit to t:ie State, which would
be in an amount at least equal to what the State would have re-
ceived if the family were instead receiving AFDC, will be paid for
AFDC recipients who opt into the demonstration program and for
CSSP participants who would otherwise be eligible for AFDC/FSP
benefits.

Effective Date
The provision would be effective on enactment
7. Demonstration of Family Independence Program in State of

Washington (Sec 807 of the bill)

Present Law
No provision
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Explanation of Provision
The bill world authorize a demonstration of the Family Inde-

pen& nce Program (FIP) in the State of Washington for a period
not to exceed 5 years.

The FIP would maintain the entitlement nature of the AFDC
program. Under FIP, no family would receive less than would be
available under el ,:rent AFDC rules. FIP would apply tc new appli-
cants; current AFDC recipients could switch to FIP. The initial eli-
gibility criteria would be similar to AFDC. FIP participants could
enroll in: (a) a high school or a GED program; (b) a community or
4-year college; (c) classroom or on-the-job training; or (d) part. or
full-time employment. Current due process protecticas would be
maintained.

The "benchmark standard" for beTits under FIP would be
equal to the current AFDC benefit pl the cash equivalent value
of food stamps. The current level in Washington is approximately
85 percent of te poverty level. FIP enrollees in education and
training would receive cash assistance equal to 105 percent of the
benchmark standard. Those working part-time would receive at
least 115 percent of the benchmark standard. Those working full-
time would receive at least 135 percent of the benchmark standard.
Also, FIP would provide full child care and medical assistance for
enrollees and would pay 75 percent of these costs for one year after
family income exceeded 135 percent of the benchmark standard.

Effective Datc
The effective date would be October 1, 1987
8. Include American Samoa in AFDC/FSP Program (Sec. 810 of

the bill and Sec 1101(a)(1) of the Socia. .,:ecurity Act)

I-resent Law
No provision.

Explanation of Provision
The bill would add America Samoa to the AFDC/FSP program,

subject to the approval of a State plan by the Secretary and ruder
the same terms and conditions as other territories
Effective Date

The effective date would be October 1, 1"r
9. Sanction for Failure to Complete Treatoiont fir Drug or A leo-

ho' (Section 809 of the bill)

Present Law
No provision

Explanation of Provision
Upon notice from a treatment program, Title IV-A benefits for

any AFDC/FSP cipicat v'1 has been medically determined to be
a drug addict or alcoholic ad who refuses to participate in and
complete a drug or alcohol abuse trnatm 'nt program would be ter-
minated.
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Effective Date
October 1, 1987

10. Study of Houstng Problems (Section 808 of the bill).
Present Law

No provision.

Explanation of Proms ton
An interagency working group staffed by the Department or

Health and Human Services and the Department of Housing ape.
Urban Development would Li:port to Congress the results of a study
of housing problems experienccd by AFDC recipients particularly
transient families. Data on the number of evictions, the available
housing stock and successful innovative programs would be
included. The study would be due within six months after the date
of enactment and would include recommendations for action.
Effective Date

Cn enactment.
11. Increas,d Fends for the Territories (Section 811 of the bill;

section 1108 of the Social Security Act).

Present Law

Under current law, welfare funds for the territories are limited
to the following annual amounts: Commonwealth of Puerto Rico:
$72 million; Virgin Islands: $2.4 million, Guam: $3.3 million. These
funds are used to provide aid to families with dependent children
and to the aged, blind and disabled. The Federal government pays
75 percent of these costs 1.%i to the maximum specified above. The
ceilings were last increased in 1979.

Explantton of Pravision
Under the bill, the ceiling on funds to the Commonwealth of

Puert, Rico, Guam and the Virgin Islands w:Aild be increased and
distributed as follo.;s: Commonwealth of Puerto rico, $9.27 n.illion;
Guam, $425,000; and Virgin Islands $309,000. Iv addition, a study
would be conducted to identify ways to correct the obvious imbal-
a-,ces that exist arnon:I the territories, and between the ter:itories
and the States

Effective Date
The provision is effective on Octob ?r 1, 19P7

III. BUDGET EFFECTS OF THE BILL

A COMMITTEE ESTIMATE

In compliance with clause '7(a) of Rule XIII ct the Rules of the
House of Representatives, the following statement is made. the
Committee agrees with the estimate prepared by the Congressional
Budget Office (CB) \ is included below
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B. STATEMENT REGARDING NEW BUDGET AUTHORITY AND TAX
EXPENDITURES

In compliance with clause 20)(3)(B) of Rule XI of the Rules of the
souse of Representatives, the Committee states that the letter

frow the Congressional Budget Office indicates that there is a
chango in budget authority and that there are no new or increased
tax expenditures as a result of the bill.

C. COST ESTIMATE PREPARED BY VIE CONGRESSIONAL BUDGET OFFICE

In compliance with clause 2(1)',3)(C) of Rule XI of the Rules of the
House of Representatives requiring a cost estimate prepared by the
Congressional Budget Office, the following report prepared by CBO
is provided.

U.S. .:ONGRESS,
U.S. CONGRESSIONAL BUDGET OFFICE,

Washin ton, DC, June 17, 1987.
Hon. DAN ROSTENKOWSKI,
Chairman, Committee on Ways and Means,
U.S. House of Representatwes, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the attached cost estimate for H.R. 1720, the Family Welfare
Reform Act of 1987, as ordered reported by ft,e House Committee
on Ways and Means on June 10, 1987.

If you wish further details on this estimate, we will be pleased to
provide them.

With best wishes,
Sincerely,

JAMES BLUM
(For Edward M. Gramlich, Acting Director).

CONGRESSIONAL, BUDGET OFFICE COST ESTIMATE

1. Bill number; H R. 1720 amended.
2. Bill title: Family Welfare Reform Act of 1987.
3. Bill status: As ordered reported by the House Committee on

Ways and Means, June 10, 1987.
4. Bill purpose: To replace the existing AFDC program with a

new Family Support Program which emphasizes work, child sup-
port, and need-based family support supplements, to amend title 1V
of the Social Security Act to encourage and assist needy children
and parents under the new program to obtain the education, train-
ing, and employment needed to avoid long-term welfare depend-
ence, and to make other necessary improvements to assure that the
new program will be more effective ;,n achieving its objectives.

5. Estimated cost to the Federal Government.

18, to,c,31 ye3,s n million ol

421 1989 1990 1491 1992

Direct spending

8udgct authority 185 510 1 315 1 192 2 051

Estimated outlays 195 510 1,316 1,102 2,051
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rby fiscal years qi rnil!Hors of dolla,-I

1998

40

/

225

192

1989

111

521

520

1996 1991 1992

Amounts subject to appropriation action

Estimated authorization 'eve(

rstimated outlays

Total spending

Budget uthorityiestimated authorization, level
Estimated - 'lays

102

1,208

1 214

199
193

1 593

1,599

-282
211

1,115

1,78G

Most of the spending in H.R. 1720 is direct spending for the enti-
tlement programs Aid to Families With Dependent Children
(AFDC) and Medicaid. Estimated authorization levels are shown for
two types of spending: that in the Food Stamp program and that
for demonstration projects, studies, and interagency panels or com-
missions.

While the bill would change the name of the AFDC program to
the Family Support Program, this estimate continues to use the
name AFDC. Spending in the Child Support Enforcement Program
is shown under AFDC because they are in the same budget ac-
count.

Basis of attmate
For purposes of the estimate, CBO has assumed enactment of the

bill prior to the beginning of fiscal year 1988. The bill has eight
titles, which are discussed in turn. Only major provisions in each
title are discussed, but a detailed table shows federal outlays for
each provision with cost implications (see pp. 3-9).

Title INational Education, Training, and Work (Network) Pro-
gram.The bill would establish a new work program for AFDC re-
cipients, to be operated by state welfare agencies. Non-exempt re-
cipients would be required to participate in a work program as
state resources permitted. Certain families with children aged
three or older would be designated as priority g Soupsincluding
those with teenage parents, parents who were teenagers when
their first child was born, those who had been receiving AFDC for
two years or n ore, and those with children under six years of age.
States would be required to offer skills training, job search pro-
grams, various educational programs, and counseling. They could
also offer on-the-job training, work supplementation, and Commu-
ity Work Experience (workfare) Programs (CWEP). Prior to par-

Licipation in a work program, assessments of recipient ;kills would
be required as would written agreements between the state agen-
cies and clients.

Additional funding for these work programs would result from
an increase in the federal share of spending above current law. The
bill would provide for a federal spending match of 50 percent of ad-
ministrative expenditures associated with work programs, such as
case management, and for a 65 percent match of other expendi-
tures directly associated wit.- the work programs. Under curren4-
law, the federal match is 50 percent and education and training ex-
penditures are not matched at all in the IV -A (AFDC) program.
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These match rates could be increased following the establishment
of performance standards one year after enactment.

The program would be effective on Octooer 1, 1989, but states, if
they chose, could take part in the program after regulations were
proposed. CBO has assumed that 10 percent of the caseload would
be included in Network it 1988 and 40 percent in 1989, for an aver-
age two-thirds of each year.

ESTIMATED COST TO THE FEDERAL GOVERNMENT CF H R 1720 AS AMENDED

[Out 3y5 ',S(41 yea, 1 .1, klic ut 10, ar

1991 In.

TITLE I

Establish network (50,65 percent match;

AFDC 15 100 290 295 300

Food stamps i t t 10 15 25

Medicaid I . ) 5 10 20

Total 15 9/ 275 270 255

Alter sanctions tor 2 parent families AFDC 1 3 4 4

ALthorize demonstrations ii 100 hour rule AFDC 3 :5 .9 25 30

Authorize de nonstration on education and trainrng or children

AFDC 6 12 12 I/ 12

Authorize demonstrations on eer, e childhood development AFDC r 3 3

Subtotal title I

AFDC 74 131 328 319 346

Food stamps 2 10 15 25

Medicaid 1 5 10 20
Total 21 128 313 514 301

TITiF II

Raise child care cap to $1751200 and alter chid care reimburse
meat

AFDC 8 9 11 11 11

Food stamps 4 4 5 5 5

Total 4 6 6 6

Reimbucie child care for 6 months otter lease AFDC AFDC 16- 190 N5 200

Authorize demonstrations on AFDC reothtes as dey care work

AFDC 2 2 2

Minorite demonstrations on the asset test for car, AFDC 5 15 I5

Suttotal title II
AFDC i 14 th0 218 223 228

Food stamps 4 1 5 5 5

Total 1 :13 218 223

'raj pe

Increase earnings disregards to Si iie i persrmr. rit r lf , ,c,
AFDC tr: 80 89 90

Food stamp, I ;6, 30 35

Medicaid 10 15 45

Total In 91 100

Index the $100

AFDC 30 ID

Food stamps 1(i 15

Total 10 17

Disregard EITC

AFDC 1, 2J 20 20



89

ESTIMATED COST TO THE FEDERAL GOVERNMENT OF H R 1720 AS AMENDEDContinued

[Outlays by fiscal year in millions of Vats]

1988 1989 1990 1991

food stamps 8 10 10 10

Total r 10 1C 10
Disregard JTPA income of minor parents AFDC

1 2 2

Subtotal title III

AFDC 58 117 127 142
Food stamps 24 45 -50 60
Medicaid 15 45 45

Total 49 112 122 121

TITLE IV

Provide Medicaid roc 6 months to persons win earnings after leave

AFDC Medicaid 50 110 115 130

Subtotal title IV

Medicaid 50 110 115 130

TITLE V

Mandate child support guidelines

AFDC 20 On 105 138
Food stamps 3 10 15 20
Medicaid 2 10 11

Total 10 8n 130 115

Mandate ikreases in pa'arnity establishment AFDC 3 12 2 2

Impfflo sdonorl 1,1 oaterniry flex,, for puis'S ,J1 I_ ,,,,,,,, i.

incentive payments AFDC 16 70 21
Alter $50 disregard for months doo AFDC 5 5 5

Establish standards for response time AFDC i I
i '

Mandate automated tracking and monitoring syslims AFDC c 35

Repeal 90 percent match on ADP (effective Oct 1 19921 AFDC
Alter incentive payments by excluding Interstate demonstrarfon

costs AFDC
1 I

Reduce match for Stales not onmpf2ocp vnth :984 amendment,
and increase match for Stales requiring Imlnethate wawa

withholding

AFDC 6 0 13

Food stamps n 1 3

Medicaid n I 2

Totai C 8

Require data collection on CSE applinasts 010f I I i ' i
Permit access to euc INTERNET system AFDC

Authorize demonstration Projects on visitation AI DC

Authorize demonstration projects on woix nmigrarms for lathers Ah:.

can't pay hi JC

Study child raising costs ARK

Establish Commission on Inferstate comriiivon on loiro-iaci
Enforcement AFDC

Subtotal title V

AFDC

Food stamps

Med aid

Total

TIM VI
Mandate Unemployed Parent Program

AFDC

5

5

If- 55

cL 9/

In 2ln
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ESTIMATED COST TO THE FEDERAL GOVERNMENT OF H R 1720 AS AMENDEDContinued

lOu IlayS by fiscal year in mikes of dollzr,l

1988 1°89 1990 1991 1992

Food stamps 45 -80 95

Medicaid 140 275 300

Total 225 440 480

Provide special case managers for families with minor parents
AFDC 15 15 15 15 15

Require minor parents to live with parents and discontinue

counting of grandparents income

AFDC 25 25 25 25 25

Food stamps 12 12 12 12 12

Medicaid 2 2 2 2 2

Total 15 15 15 15 15

Study AFDC-UP GAO '

Subtotal title VI

AFDC 40 40 170 285 315

Food stamps 12 12 57 92 107
Medicaid 2 2 142 277 302

Total 30 39 255 470 510

TITLE VII

Require annual evaluations or need and payment standards AFDC 1 1 1 1 1

Raise Federal match 25 percent on increases in benefit levels

AFDC 80 280 490 705

Food stamps 15 55 100 145

Total 65 225 390 560

Study alternative minimum benefit cmposals INAS) AFDC 1

Study match rafe increase r NHS) AFDC ( ' )

Subtotal Title VII

AFDC 2 82 281 491 706

Food stamps 15 55 100 145

Medicaid

Total 2 67 ...70 391 561

TITLE Vil

Include American Samoa in Family Support Program AFDC 1 I 1 1

Increase AFDC caps for ierrit.ries AFDC I 1G 10

Appoint advisory group and require report on the coordination of
AFDC and 'sod stamp policies AFDC

Eliminate assistance for families who drop out drug or aicohol

treatment programs AFDC

Require annual reporting in social service,. Social services

Require uniform reporting AFDC 1 1

Create interaErency panel and authorize evaluations of employ, nt

and raining programs AFDC 1 4 4

Create interagency panel on low income housing r,ohl-^ AFDC

Authorize vemonstrations on shelter for homeless Anil,

Authorize Washington State demonstration AFDC I I '1
Authorize New York State demonstration Al DC

Subtotal Otte VIII AFDC

Total

AFDC 1 l i ) 1 1!.3 1 707

[nod clamp; 18; 579 365

Medicaid 115 438

Tcla '32 520 1 214 1 599 1 780

re t han S100000
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Table 1 summarizes the effects of Network, as estimated by CBO.
Federal costs would rise from $16 million in 1988 to $370 million in
1992 while savings would rise from $1 million to $115 million in
1988 to 1992 resper+ively. Net costs would rise to <$275 million in
1990 and then fall gradually as savings continued to build up over
time. Total costs would be virtually identical to federal costs be-
cause states would have insignificant increases in costs under this
bill. States would share in welfare savings, however, so that total
savings would be hgher than federal savings. Net total costs would
rise to $255 million in 1990 and then fall fairly rapidly to $180 mil-
lion in 1992.

TABLE 1 ESTIMATE' EFFECTS OF NETWORK

1988 1989 '999 1991 1992

By fiscal year, in millions of dollars

Federal costs 16 105 310 350 310
Federal savings 1 8 35 t,0 115

Net Federal costs 15 J I 275 270 255

State costs \ ' ) ( t ) 5 5 5

State savings ( ') 5 25 50 80

Net State savings t ) 5 20 45 -75

Total costs 16 105 315 355 315
Total savings 1 13 50 130 -195

Net total costs 15 92 255 225 180

By fiscal year, in thousands

Number of additional participants in work program 2 5 35 100 110 115
Nu nber of families off of AFDC as a result ht Network ( ') 2 5 15 25

less than X500000
These ate participants 01 work pfogiams Netsvoik and are ide,hons to part cihants under anent law spending ieveis

' less than 500 families

The additional spending. on work programs ander Network would
permit 5000 AFDC recipients to be put through work programs in
1988 and around 100,000 a year to participate when the program
was fully implemented (see Table 1) As a result of their participa-
tion in the work programs, an estimated 25,000 families would be
off of AFDC by 1992

These estimates are complex and uncertain in a number of re-
spects. The basis of the estimates of costs is discussed first, followed
by a description of the methodology used in estimating savings

Estimated costs of Network follow from the increase in the feder-
al match rate for spending on work programs. CBO has estimated
what spending on work programs in IV -A will be under current
law Given this spending, the increased federal .-natch rate would
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result in savings to state and local governments. file bill would re-
quire that states maintain spending on work programs. Given state
spending, then, the increase in spendingboth federal and total
would be determined by the new match rates. For example, if
states were spending $50 million on work programs with a federal
match of 50 percent, total spending would be $100 million. With a
federal match of 61 percent, state spending would remain at $50
million but total spending would rise to $128 million and federal
spending to $78 million. In its estimates, CBO used a 61 percent av-
erage match rate, which was based on an estimate that 25 percent
of Network spending would be for administrationat a 50 percent
matchand 75 percent would be for work program costsat a 65
percent match. CBG's estimate of spending may be conservative in
that it does not allow for a rise in state spending in response to the
lower state match i ates (given the maintenance of effort provision).
On the other hand, states might be able to substitute the new fed-
eral funds for some of their projected spending increases in future
years, which would reduce spending from ._;BO's estimate.

The estimated rise in total spending on work program 3, after sev-
eral adjustments, was then used to determine the number of new
participants in work programs as a result of Network and any sav-
ings hi welfare resulting from that participation. Total spending
available for placing participants in work programs was reduced by
spending on assessments of participants, written agreements be-
tween participants and state agencies, and special case managers.
Based on data from California's work program, GAIN, CBO esti-
mated that the cost of an assessment and agreement would be $250
per participant. Adding costs for special case managers and an ori-
entation program resulted in an estimated cost of $285 per partici-
pant, or about $100 million a year in total sr ending ($50 million in
federal spending) on these services when Network was fully imple-
mented. Available spending was further reduced by fairly small
amounts for child care for families with children under the age of
six and for other work expenses. Child care for families with older
children was included in the base cost of work programs discussed
below

To estimate the number of new participants in work programs,
available spending was divided by an estimated cost per work pro-
gram participant. The cost per participant was estimated to b
$1855 in 1988 ana $2260 in 1992, as shown in Table 2. This average
cost was based on estimated costs of an education and training pro-
gram and of other types of work programs, such as job search or
CWEP. For purposes of the estimate, CBO assumed that 40 percent
of participants would be in education and training progmms and
that 60 percent would be in other work program-3. The percentage
in education a ld training is somewhat higher than the cut.r,mt-law
percentage because spending or education and training is not
matched currently in the IV--A program.
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TABLE 2 ESTIMATED TOTAL COSTS PEn NETWORK PARTICIPANT 1

[By fiscal year in dAyrs]

1988 1989 1990 1991 1992

Education and training programs 2,500 2.630 2,765 2,900 3,040
Other work pmerams 1,425 1,500 1,580 1,655 1,735
Average cost 2 1,855 1,950 2,050 2,155 2,260

1 These costs Ou not include costs of assessments mitten agreements or extra Oita care Ion young chkren
Average costs assume 10 percent of participants would be in education ano training and 60 percent would be in other work programs

The basis of the estimated per participant costs for other work
programs shown in Table 2 was published studies by the Manpower
Demonstration Research Corporation (MDRC) of findings on AFDC
work programs in selected states. These studies, which included
both costs and savings, were based on an experimental design that
compared persons in work programs with persons not in work pro-
grams, permitting valid findings of the effects of the work pro-
grams. Final studies were available for programs in five states, or
portions of states: Arkansas, California, Maryland, Virginia, and
West Virginia. CBO estimates were based on unweighted averages
of costs or savings in four states, excluding West Virginia. West
Virginia was excluded because its work programparticipation in
CWEP for a person's length of stay on AFDCis not representative
of the programs most other states provide; in addition, the unusual-
ly high unemployment rate in the state makes program savings un-
representative. The 1VDRC findings on costs were adjusted in sever-
al ways. Most importantly, they were doubled to convert them from
costs per experimental to costs per participant. Based on the
MDRC studies, it appeared that about one-half of experiment.,;.s
were never placed in work programs. In addition, a small amount
was added for registration costs (because the "control" group usual-
ly included WIN costs), and the estimates were adjusted for in-
cre "ses in prices or wages by the implicit GNP deflator for state
mid local purchases.

Estimated costs of eduction and training programr shown in
Table 2 were based on an average of costs it three programs: the
federal Job Training Partnership Act progi am (using costs for
AFDC participants); the education and training portions of the
Massachusetts Employment and Training (ET) Choices program for
AFDC recipients; and tEe training portion of the Maryland AFDC
program, as reported by MDRC.

As participants in work programs find jobs, are sanctioned (i.e.,
removed from AMC for failing to participate in the work pro-
gram), or leave the program rather than participate, savings accrue
in welfare programs. Because savings for a single participant can
continue for a period of years, aggregate savings for all partici-
pants build up over time. How fast they build up depends on as-
sumptions made about the "decay" of savings, that is, abeit wheth
er and how fast participants lose jobs or return to AFDC for other
reasons. The CBO estimates assumed a decay rate of 22 percent a
year, beginning in the third year after participation in the work
program. Savings in the first two years were reported in the MDRC
studies and any decay was incorporated in them The decay as-
sumption means tha, in the third year savirgs are 78 percent of
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what they would have been without decay, in the fourth year 61
percent, and in the fifth year 48 percent.

The CBO estimated incorporated savings in AFDC benefits and
administration, in Food Stamps, and in Medicaid benefits and ad-
ministration. Unlike the MDRC studies, no savings were shown for
increased revenuesincome tax or Social Security taxbecause
these work programs would probably not result in the creation of
any new jobs.

Savings per participant (federal and state) are shown in Table 3.
As with costs, they were based on the MDRC findings. For AFDC
and Food Stamp benefit, savings per experimental were reported
in tue MDRC studies. These numbers were doubled to adjust from
per experimental to per participant (as discussed above for costs),
and inflated over time by the rate of increase in average benefit
levels in the two programs. Another adjustment was made to deal
with estimating savings for education and training programs. The
state programs studied by MDRC included virtually no education
and training. There are, in fact, no pertinent studies of the effects
of education and training programs on welfare benefits. Because
CBO did not want to influence comparisons of different bills with
different mixes of training and other work programs in the absence
of any valid data, it was assumed that savings per dollar spent on
work programs would be kept the same for training, education, and
other work programs. Thus, to estimate savings for education and
training programs, reported savings for other work programs were
increased by 1.75 (the ratio of per participant costs for education
and training programs to costs for other work programs).

TABLE 3 ESTIMATED TOTAL SAVINGS PER NETWORK PARTICIPANT 1

By fiscal year to dollars)

1988 1989 1990 1,91 1992

AFDC benefits 380 395 410 425 440

AFDC administration 55 55 60 60 65

Food stamp be iefits 80 80 85 90 95

Medicaid 93 120 140 150 160

t Savings are before any decay due to loss of Jobs of return to well ,re programs for other ;sons Also sayings are for the second year after
paminipation and beyond 'dist year savings are Power

Estimated savings for AFDC administration and for Medicaid
were based in part on the MDRC findings. MDRC reported the per-
centages of experimentals who left AFDC: 2.5 percent in the first
year and 3.7 percent in the second year. Adjusted as above by dou-
bling and inflating for the share in education and training, the
CBO estimate was 6.5 percent and 9.6 percent in years one ane
two, respectively. For each family off of AFDCa small proportic
of participantsadministrative savings were calculated to be $560
in 1988 and $655 in 1992. Also, for somewhat over half of the fami-
lies off of AFDC, Medicaid savings would accrue. For those families
who would lose Medicaid, annual savings (federal and state) were
estimated to be $1900 in 1988 and $2570 in 1992 Aggregate federal
savings for AFDC, Medicaid, and the Food Stamp program are
shown in the detailed table of outlays by title of the bill.
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Title II--Day Care, Transportation, and Other Work-Related Ex-
penses. The major provision in Title II would reimburse child care
costs for up to six months for families who left AFDC with earned
income. States would set sliding scale fees, based upon the family's
ability to pay. Reimbursements would be limited to $175 per child
aged two and over, and $200 per infant, with these limitations re-
duced to reflect the family's copayment. The title would be effec-
tive October 1, 1987, with a delayed implementation in states
where the state legislature was not in regular session when the law
was enacted. The transitional child care provision is estimated to
cost $105 million in 1988, rising to $200 million in 1992.

CBO estimated that 1.0 million families would be eligible for
transitional child care once all states implemented the program.
This number was calculated as follows: 1.9 million families leave
AFDC each year; 60 percent of them are estimated to leave with
earnings; and 90 percent remain off of AFDC for the entire six
months. The 60 percent was based on data in a study by David Ell-
wood ("Working Off of Welfare: Prospects and Policies for Self-Suf-
ficiency of Women Heading Families," Institute for Research on
Poverty, Discussion Paper No. 803-86, March 1986).

Of those famiies leaving the program with earnings, CBO as-
sumed that 400,000 had young chiidren and 600,000 had school-age
children. The average 1988 costs were es imated to be $656 per
family with children under six, and $108 per family with children
six and over. These costs, which represent six months of child care,
were based on estimates of the cost per child, the proportion of
children in paid care, the number of children per family, and the
size of the family copayment, as described below.

Monthly child care costs were estimated to average $129 for chil-
dren under six and $91 for older children in 1988, rising to $139
and $98 in 1992. Average costs per child were based on the cost for
child care vouchers in the Massachusetts El' Choices program,
costs budgeted for the California GAIN program, and the median
rates reported in a recent Census Bureau study on child care ar-
rangements ("Who's Minding the Kids?," Series P-70, No. 9). Data
from Massachusetts and California were reduced considerably be-
cause both states allow much higher payments for child care under
Title XX than do most other states. Cc,ts for children under six
were also reducedby 13 percent in 1988 and 21 percent in 1992
to reflect the effect of the caps of $175 and $200 Der month. The
caps wep estimated to have a smaller effect on school -age child
cdre

Dat^ om the Census Bureau study cited above show that 37
percent of children under five with single mothers working part-
time were cared for by non-relatives (including group care); 58 per-
cent were cared for by relatives; and 6 percent were cared for by
parents or kindergarten. For school-age children, 7 percent of care
was provided by non-relatives, 14 percent by relatives, and 79 per-
cent by parents, schools, or children themselves Using these data
and the CBO assumption that all of the non-relative care and half
of the relative care would be paid care C130 estimated that 65 per-
cent of the young children and 14 percent of the school-age chil-
dren would require reimbursement for paid child care arrange-
ments. These estimates are uncertain, but are supported by an-
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other Census Bureau study ("Child Care Arrangements of Working
Mothers. June 1982," Series P-23, No. 129) which reported that 64
percent of mothers who were working part-time and had a child
and : - five paid cash for their principal child care arrangements.
costs for transistional care were reduced by 5 percent (below the
costs assumed for the child care provided to Network participants)
to reflect the fact that many women who leave AFDC are married
and married women report lower use of formal child care that, do
single women.

CBO estimated that families with at least one child under six
had an average of 1 3 young children and .5 children six or older
Other families were estimated to have an average of 1.8 children
aged six or older.

The average costs to the government assumed a copayment of
$24 per month by the family. Families were estimated to have an
average annual income of $9,100, and be charged a 3 percent copay-
ment The $9,100 average income for families leaving AFDC was
based on average earnings of ET graduates, median wages reported
by GAO ("Work and Welfare", January 1987, HRD-87-34), and av-
erage earnings reported by David Ellwood (op.cit.). Copayments
were assumed to follow the sliding scales currently being used for
Title XX child care. Of fourteen states contacted in a phone survey,
six states reported charging noting for a family of three with an
income of $8,."0 ($9,100 in 1988 dollars). The remaining states
charged fro 3rcent to 6 percent of income for one child in care,
and 1 perce 11 percent for two children in care. The overall
average was 2.7 percent for one child and 3.5 percent for two chil-
dren. 1

Title IIIReal Work Incentives.In AFDC, benefits for those
with earnings are determined after disregarding a portion of the
eari..ngs; the higher the disregards, the higher are benefits and the
number of beneficiaries. Under current law, then monthly disre-
gards include the num of: $75, up to $160 per chili. for child care,
$30 for 12 months, and one-third of remaining earnings for four
months. Effective October 1, 1988, the bill would increase the disre-
gards for ti.ose on AFDC for more than four months by providing a
disregard oi $100 and one-quarter of any remaining earnings. Title
II of the bill would increase the child care deduction from $160 to
$175 or $200 for a child under the age of two and take the deduc-
tion after, rather than before, the one-quarter disregard.

These changes are estimated to bring 50,000 families onto AFDC
and to benefit most of the 230,000 fa;1;es with earnings already
on AFDC. These estimates were based on simulations using a 1979
AFDC Characteristics Survey which has been adjusted to allow for
legislative changes since 1979. The estimate of new families is simi-
lar to the result-56,000 newly eligible, participating families
using TRIM, a micro-simulation model discussed later under Title
VI. CBO estimates the costs of these projected changes to be $40
million in 1989 and $100 million in 1992, including Medicaid costs
for the new AFDC recipients and Food Stamp savings due to the
rise in AFDC incomes. The 1989 cost was reduced by the provision
noted above that postponed the effective date for states until after
their legislatures had met. The cost estimate was not increased to
allow for more e5rners on AFDC as a result of Network nor de-
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creased to account for potential increases in work effort as a result
of the reduced "tax" rate on earnings

The bill would require further that the $100 earnings deduction
be indexed in the same manner as Social Security benefits In-
creases would be effective on February 1 of each year Based on
CBO's economic assumptions of January 1987, the $100 would rise
to $104 in 1989 and $118 in 1992 CBO estimates the cost of this
indexing to be $1 million in 1989 and $15 million in 1992, after al-
lowing for Food Stamp offsets.

As provided in the bill, income from the Earned Income Tax
Credit would be disregarded in determining AFDC benefits. CBO
estimates the cost to be $7 million 'n 1989 and $10 million in 1992,
after allowing for offsets that would lower the costs of the Food
Stamp program

Title IVTransitional Services for Families. This title would
provide that families with earnings who left AFDC would be eligi-
ble for Medicaid for six months, effective as of October 1, 1988, (and
later for some states until their legislatures were in session). CBO
estimated that about 800,000 families per year would receive some
additional Medicaid benefits. About one-half of the families would
receive an additional two months of coverage over current law and
the remainder the full six months. Federal costs are estimated to
be $130 million by 1992.

This estimate was developed in two parts First, the number of
families who would receive the six transitional months was esti-
mated alorg with their Medicaid costs. This estimate was reduced
by a projection of Medicaid costs for these families under current
law. Each part is discussed in turn.

CBO estimates that the number of families who would receive
the additional six months of Medicaid would be about 1 2 million
per year. Some 1.9 million families leave AFDC each year (not
counting those families who leave because their youngest child is
too old to be eligible for AFDC) Based on data in a study by David
Ellwood (op. Cit ), CBO estimated that 60 percent of these families
would have some earnings when they left AFDC, making them eli-
gible for the transition benefits. The estimate was increased by the
number of families who were estimated to leave AFDC because of
Network and by the number of new two-parent families leaving
AFDC each year with the mandating of the AFDC-Unemployed
Parent program in all states.

Medicaid costs for these families would depend on whether they
had private health insurance through their jobs. Based on data
from the Current Population Surveya household survey of the
Bureau of the Census CBO estimated that 55 percent of the fami-
lies would have access to health insurance Data do not exist on
Medicaid costs for those with private health insurance CBO as-
sumed that 85 percent of the families would buy into or receive the
health insurance and ghat their Medicaid costs would be one-third
of "full" costs, giving a 28 percent reduction for those with health
insurance. Federal Medicaid costs (for those without health insur-
ance) were estimated to be $1,140 in 1989 and $1,425 in 1992,
amounts for "healthy'. families Costs were reduced by about 10
percent to allow for recidivism and for loss of Medicaid by those
who voluntarily left their jobs.

H.Repc.100-159 0 87 4
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Current-law Medicaid cost for families leaving AFDC were sub-
tracted from the cost of the six-month extension Current-law treat-
ment of families leaving Medicaid with earnings is complex Those
who leave because their hours of work or their earnings increases
receive Medicaid for four months Those who leave because they
lose the $30 and one-third earnings disregard after they have
worked for four or twelve months receive Medicaid for nine months
and at state option for another six months. Further, some families
qualify for Medicaid under medically-needy provisions For pur-
poses of this estimate, CBO calculated that 50 percent of the fami-
lies who left AFDC with any earnings would receive extended Med-
icaid benefits for 4, 9, or 15 months. Of the remaining 50 percent
who would receive no extended Medicaid, 35 percent estimated to
qualify for medically-needy benefits Current-law costs were in-
creased slightly to account for legislation in recent years that ex-
tended Medicaid to low-income pregnant women and young chil-
dren, and were reduced to allow for recidivism

Title Suport Enforcement Amendments.H R 1720
would alter the Child Support Enforcement (CSE) program in a
number of respects This discussion focuses on the major changes

The bill would require the states to establish guidelines for ap-
propriate amounts of child support .vards, and to t'pdate these
guidelines at least once every three years to reflect changes in the
cost of living Further, the b;11 would require that there be a "re-
buttable presumtion" that the guideline amount is the correct
amount to use for the award of child support Child support awards
would have to be updated at least once every two years so as to
remain in compliance with the guidelines.

The CBO estimate for mandating child support guidelines shows
federal savings of $30 million in 1989. rising to $175 million in
1992. About three-quarters of the savings are tor increased child
support collections for AFDC families, and the remainder for wel-
fare savings due to increased collections for non-AFDC families. In-
creased child support collections for AFDC families were based on
an estimated $600 per year increases in current collections per
family, from $1400 to $2000 a year This estimate was developed by
the Department of Health and Human Services (DHHS) from infor-
mation in several state' that currently use guidelines. Based on
published Census Bure-u data (Child Support and Alimony. 1983,
Current Population Reports, Special Studies, Series P-23, No 148,
October 1986), CBO estin.-Ited that 70 percent of the additional
awards would actually be collected. These numbers were applied to
projected new and modified orders for AFDC cases, rising from
630,000 in 1989 to 835,000 in 1992. Collections from the increased
awards would build up over time as they were applied to more and
more AFDC cases. Collections would be lost, howeser, as families
left AFDC. CBO estimated that 73 percent, 53 percent, 43 percent,
and 30 percent of the AFDC families would remain on AFDC in
years one to four, respectively. These percentages were based on
study by David Ellwood and Mathematica Polcy Research, Inc. for
DHHS ("Targeting 'Would -Be' Long-Term Recipients of AFDC",
January 1986). Resulting savings were reduced by one-third to
allow for states that already use, or are expected to ase, guidelines
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For estimates of collections from non-AFDC families, the proce-
dures were much the same although specific parameters were often
different. The estimate of increased awards$600---was retained,but 76 percent was estimated to be collected New and modified
orders were projected to rise from 455,000 in 1989 to 720,000 in
1992. The reduction in savings from non-AFDC cases ever time was
assumed to be 95 per cent in year one and 80 percent by year four
Good estimates do not exist of the welfare savings associated with
the collection of child support for non-AFDC families (so-call cost
avoidance); CBO assumed that the savings equalled 10 percent of
the added collections.

The savings estimate by CBO included only savings for families
with new or modified support orders, where costs of applying the
guidelines would be insignificant. The bill also would require that
existing awards be modified a least every two years. For non-AFDC
cases, these modifications probably would increase costs. Court
costs associated with child support orders are about $500 per order,
although expedited procedures could reduce these costs. For AFDC
cases, the potential would exist for greater savings. One study inNew Jersey found significant K.- ,ngs from updating exisiting
AFDC orders. On the other hand, some experts in the area of child
support believe that states would not have the resources to alter
existing orders on any significant scale without reducing other
services. For purposes of this estimate, GBO assumed that any sav-
ings from modifying existing orders for AFDC families would be
offset by costs for non-AFDC families.

Another provision of the bill would require states to have proce-
dures for determining the paternity of every child receiving AFDC.
States would be deemed to satisfy this requirement if the number
of paternity determinations increased by 50 percent between fiscal
year 1986 and fiscal year 1989, and by 15 percent in each of the
following four years. Increasing paternity determinations is esti-
mated to increase costs in the first two years, but eventually would
result in net savings to the federal government.

States determined paternity in 245,000 child support enforcement
cases in 1986 CBO has estimated that paternity determinations
will rise by tan percent per year under current law, based on an
historical growth rate of six percent and Administration actions to
increase paternity determinations. The bill would require states to
make 368,000 paternity determinations in 1989, which is 40,000
above current law projections. CBO assumed that under this bill
paternity determinations would increase by 10,000 (above baseline
growth) in 1988, 40,000 in 1989, and between 15,000 and 20,000 in
each of the following years. Each additional paternity determina-
tion was estimated to cost $460, based on state-reported costs for
1986. Average child support collections were assumed to be $900
per year for half the paternities determined, with collections begin-
ning one yea' after costs were incurred, and continuing for several
years. Collection assumptions were based on a study by Edward
Young (Costs and Benefits of Paternity Establishment, The Center
for Health and Social Services Research, February 1985), and on in-
formation from state and local agencies CBO estimated that 85
percent of the new collections would be for AFDC cases, and 15
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percent for non-AFDC cases, following the relative numbers of
AFDC and non-AFDC paternity determinations reported in 1986

Under a relatd provision, the formula for computing incentive
payments to states would be adjusted so as to give states greater
financial rewards for determining paternity for CSE cases. Specifi-
cally, collections of $100 per month would be imputed for each pa-
ternity case with no collections or with collections of under $100.
Incentive payments are based on a State's ratio of collections to
costs, so that higher collections would increase incentive payments.
The CBO estimate shows federal costs of $16 .pillion in 1989 and
$21 million in 1992. The estimate assumed that the total number of
paternity determinations would rise as mandated in the provision
described above. Average collections were assumed to follow the
pattern described above.

Another provision would require states to install an automatic
data processing and information retrieval system that would be
operational by October 1, 1992. Development of such systems is cd-
tional under current law. The Administration has identified nine-
teen states that are not developing state-wide ADP systems that
meet the applicable statutory and regulatory requirements for 90
percent funding. The $94 million total cost for acquiring systems in
these states was estimated by extrapolating from the costs for com-
pleted systems. Inflation increases were assumed to be offset by
savings as a result of adaptations of systems from other states. The
federal government would pay 90 percent of these costs, which
were expected to fall most heavily in the two years prior to full op-
eration.

Another provision of the bill would reduce the federal match
rate for states that were not in compliance with the 1984 Child
Support Enforcement Amendments and raise the federal match
rate for states that would require immediate withholding of child
support from income on issuance of a court order. Within six
months of enactment, the match rate would be reduced from 68
percent to 66 percent for states not in compliance with the 1984
amendments. The CBO estimate assumed that 50 percent of the
states would not be in compliance, resulting in federal savings of $6
million in 1988 and $12 million in 1989. There are savings for only
two years be use the CSE match is scheduled to decline to 66 per-
cent for all states in 1990.

States that would initiate immediate income w thholding would
have their match rates retained at 70 percent, resulting in estimat-
ed federal costs of $2 million in 1989 and $8 million in 1992. For
purposes of this estimate, CBO assumed that the following percent-
age of states would he induced to move to immediate income with-
holding 15 percent of the states in compliance with the 1984
amendments in 1989, and 25 percent of all states in 1990. 40 per-
cent in 1991, and 50 percent in 1992. Costs of the higher match
would be an estimated $5 million 'n 1989 and $28 million in 1992,
including costs for the handful of states that currently have imme-
diate income withholding. There would be small start-up costs to
implement the income withholding on the order of $1 million to $2
million a year The immediate income withhholding would increase
child support collections by 5 percent, according to CBO assump-
tions Resulting AFDC collections would save $2 million in 1989
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and $13 million in 1992; welfare savings from increased non-AFDC
collections would save $1 million in 1 c'89 and $8 million in 1992.

Title VIPro-Family Welfare Po ltcles.The major provision in
this title would require all states to provide AFDC benefits to two-
parent families where the principal earner is unemployed, effective
January 1, 1990. At the present time, 24 states do not provide such
benefits.

By 1992, CBO estimates that this provision would bring 90,000
additional two-parent families onto AFDC. The number of AFDC
would be slightly lower in 1991 and about 50,000 in 1990 because it
would take some time for all eligible families to come onto AFDC
CBO's estimate assumed that those families who receive Food
Stamps would come onto AFDC very quickly but that other fami-
lies would come on quite gradually. Costs are estimated to rise
from $225 million in 1990 to $480 million in 1992, including result-
ing Medicaid costs and Food Stamp savings.

The estimate is based on simulations from the TRIM model, de-
veloped by the Urban Institute. The model is based on data from
the Current Population Survey (CPS), a,,d compares legislative
changes to AFDC current law. The model, using the 1985 CPS, esti-
mated that 150,00 families would be newly eligible for AFDC. Of
these, CBO estimated that 60 percent would participatea partici-
pation rate close to that in states that currently have an AFDC-UP
program. Average monthly benefits from TRIM and were increased
based on benefit increases in CBO's baseline, and were adjusted
upward for interactions with the provision in H.R. 1720 that would
increase the federal match rate on AFDC benefit increases (see the
discussion of Title VII). To these increased benefit costs, CB0 added
AFDC administrative costs for the new families, averaging $605 per
family in 1990 and $655 in 15oz.

Title VIIBenefit Improvements.H.R. 1720 as amended would
provide that the federal match rate would be increased by 25 per-
cent for any increases in AFDC benefit levels after October 1, 1988.
The increased federal match rate would be capped at 90 percent.
CBO estimates that this provisions would cost $65 million in 1989
Its cost would rise over time and by 1992 would be an estimated
$560 million, after allowing for Food Stamp savings. The average
federal match rate on the benefit increases would be 68 percent
and the state match 32 percent The current average federal match
rate is 55 percent.

CBO's baseline project increases in AFDC benefits levels of 3.7
percent per year. This projection of benefits is based on an extrapo-
lation of increases in benefits in the recent past The higher federal
match rate on these benefit increases would cost the federal gov-
ernment an estimated $40 million in 1989 and $340 million in 1992;
states would save a corresponding amount.

A second aspect of the estimate is the states' response to their
reduced match rate. States could under this bill increase AFDC
benefits more than they would have increased them under current
law. CBO estimated that one-half of the state savings would go into
further benefit increases, raising federal costs another $45 million
in 1989 and $365 million in 1992. Part of the added federal costs
would be offset by savings in the Food Stamp program As a result
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of this inducement, benefit increases to families over current law
would be an estimated $535 million by 1992

Title VIIIMtscellaneous Proutsions --The last title of the bill
includes a number of minor provisions with small costs It would
increase the caps set on the amounts of federal payments to the
territories. In total, the caps would be raised by $10 million a year,
with virtually all of the increase going to Put.rto Rico

6. Estimated cost to state and local governments: The estimated
cost of H R 1720 as amended to state and local governments would
rise from $141 million in 1988 to a peak of $371 million in 1991
before declining to $272 million in 1992 Costs in AFDC, which
would account for most of costs in 1988 and 1989, would decline
sharply after 1990 and turn into savings in 1992. Costs in Medicaid
would rise throughout the period.

Costs are shown by title an ' program in the accompanying table.
In Title I, state savings would reflect the Network program As
noted earlier, states would have few costs from Network but they
would share in the savings in AFDC and in Medicaid as work pro-
gram participants acquired jobs and moved off of welfare Because
Food Stamps is a fully federally-funded program, states would not
share in any benefit savings nor would they be affected by Food
Stamp changes in any other titles of the bill

Title I

AFDC

Medicaid

Subliata,

12

1

33

:0
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57

15

72

Tita II

AFDC ,, , ,h31 159 174

Medicdid

Subtota i fa!, 159 174

Title III

AFDC 112

Mpdicarl 3
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Title IV

AFDC
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Title VII

AFDC
1 19 64 114

Medicaid

Subtotal
114 1u9

Title VIII

Ar DC
4 4 4

Medicaid

Subtotal
4 4 4

Total

AFDC t 59 152 152 89 20
Medicaid

2 49 192 282 292

Total III 201 345 371 272

l.PCS 11181, $007 OF

The child care changes in Title II, especially the benefits provid-
ed after a family left AFDC, would cost states their regular share
of AFDC benefits, which averages 55 percent. In Title III, the
changes in earnings disregards would add to state costs in both
AFDC and Medicaid. Again, their cost would reflect their _hares of
spending-55 percentin AFDC and Medicaid. Extending Medicaid
to families for Fix months after they left AFDC, as provided for in
Title IV, would also raise state costs.

The Child Support Enforcement provisions of Title V would save
states substantial sums, rising to an estimated $304 million in 1992
About 75 percent of the savings would occur because of the man-
dating of the use of guidelines in child support awards. State say
ings from these changes would be much greater than federal sav-
ings. The federal government pays 68 percent of the state costs of
CSE beginning in 1988 and recoups onl, 29 percent of any in-
creased AFDC collections while states recoup 49 percent.. The feder-
al share of collections is reduced by inceptive payments made to
the states and also by child support collections retained by families.
AFDC families can keep up to $50 a month of child support collec-
tions, which reduces state as well as federal savings

would incur their greatest costs from the major changemade ; Title VImandating of the AFDC-Unemployed Parent
program beginning on January 1, 1990 Some 24 states do not cur-
rently provide such benefits For these states, costs in AFDC and
Medicaid are estimated to be $165 million, $320 millon, and $350
million in fiscal years 1990 to 1992, respectively

Title VII would re-ult in estimated state savings from the provi-
sion that would raise the federal match rate by 25 percent on any
benefit increases after October 1, 1988 The savings estimated by
CBO assumed that one-half of the state savings would be plowed
back into AFDC benefit increases. If states were to retain more of
the savings, and put less into additional benefit increases, their
savings would be greater than shown here Title VIII would have
minor effees on states
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While CBO does not do state-by-state estimates, it is clear that
the distribution among states of the costs and savings of H R. 1720
would Le far from even. Only a subset of states-24 in allwould
be affected by the provision with the greatest cost, mandating
AFDC-UP. The provision to raise the federal match on benefit in-
creases would also benefit most tnose states with the highest pro-
jected benefit increases under current law

7. Estimate comparison: None.
8. Previous CBO estimate. The CEO provided a prelin.inary esti-

mate of the cost of H.R. 1720 as it was reported from the Public
Assistance Subcommittee of the Ways and Means Committee. The
b:11 as :t was reported from the full Committee amender] the earlier
version significantly. reducing costs by $0 8 billion over the five-
year periodfrom $6 1 billion to $5.3 billion. The change in federal
costs between the two bills is shcwn in the table below

]9,8 1,9,1 1991 199:

H R 1720 reported from Public Ass. itance Si bconirnitleg 16; 641 1 485 1 841 1 992

r R 1120 repo ted t om Ccmnittet en Way:. and Mean> 192 520 1 214 1 599 1 780

Change :5 1:1 271 242 212

Three major changes resulted in the reduced costs of the bill re-
ported from the Committee on Ways and Moans. The most impor-
tant change was to eliminate from the bill mandating of a mini-
mum Lenefit in AFDC While the minimum benefit provision
would not have become effective until 1993, beyond CBO's five-year
estimating period, it would have cost the federal government an es-
timated $1.4 billion a year when fully implemented. Second, the
federal match rate on administrative costs was reduced from 60
percent to 50 percent as in current law whila the federal match on
work program costs in Network was increased from 60 percent to
65 percent Third, Medicaid transition benefits to those families
wno would leave AFDC with earnings were reduced from nine
months to six months, and were not provided to families who
would leave with child support income

Changes in one provision raised costs significantly. In the versioo
repol.ted from the Sub;oramittee, the state match rate was to have
been reduced by 20 percent on increases in state benefit levels after
October 1, 1988 In the full Committee version, the federal match
rate would be increased by 25 percent

9 Estimate prepared by Janice Peskin, Julie Isaacs, Michael
Pogue, Paul Cullman, Ken Pott, Marianne Deignan, Don Muse,
A tne Harvey, and Chris Ross

10 Estimate approved by C G Nuckol. (for James L Blum, As-
sistant Director for Budget Analysis)
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IV. OTHER MATTERS REQUIRED TO BE DISCUSSED UNDER
THE RULES OF THE HOUSE

A VOTE. OF THE COMMITTEE.

In compliance with clause 2(1)(2)(B) of Rule XI of the Rules of the
House of Rep-esentatives, the following statement is made the bill,
H.R. 1720, was ordered favorably reported to the House of Repre-
sentat.ves on June 10, 1987 by a vote of '23 to 13.

B. OVERSIGHT FINDINGS

In compliance with clause 2(1)(3)(A) of Rule XI of the Rules of the
House of Representatives, the Committee reports that the need for
this legislation was confirmed by the oversight hearings of the Sub-
committee on Public Assistance and Unemployment Compensation

In the 99th Congress, the Subcommittee held a total of 12 hear-
ings on: children in poverty; welfare reform; work, eciaLation and
training; and emergency assistance for homeless families. The
hearings were as follows:

On April 30, 1985, the Subcommittee held a hearing on poverty
and hunger in America which included a site visit in Washington,
D.C. (Serial 99-4).

On May 7, 1985, the Subcommittee held a hearing on teenage
pregnancy issues and their implications for the AFDC program.The hearing focused on the degree to which teenage parents
become dependent on welfare programs for support and suggestions
for solving this problem (Serial 99-33).

On May 22, 1985, the Subcommittee held a hearing on children
in poverty. The purpose of the hearing was to provide Members
with a briefing on the report, "Children in Poverty prepared by
the Congressional Budget Office and the Congressional Research
Service for the Subcommittee (Serial 99-18)

On February 18, 1986, the Subcommittee held a second hearing
on the issue of teenage pregnancy. This hearing focused on preg-
nancy among black teenagers and included viewing the Bill Moyers
television special, "The Vanishing Family: Crisis in Black Amer-
ica" (Serial 99-60)

On February 27, 1986, the Subcommittee held a hearing on the
President's AFDC work proposals and the White House Domestic
Policy Council evaluation of Federal welfare programs (Serial 99-
67).

On March 13, March 20, April 22, May 2'2 and dune 17, 1986, the
Subcommittee held a series of hearing on work, education and
training opportunities for welfare recipients. Testimony was re-
ceived from a variety of witnesses including States, localities, labor,
business, recipients and advocates (Serial 99-91).

On June 9, 1986, the Subcommittee held a hearing, in Memphis,
Tennessee, on poverty in the South and southern States' programs
designed to break the cycle of poverty (Serial 99-94)

On December 12, 1986, the Subcommittee held a hearing in New
York, New York, on the use of emergency assistance funds for the
acquisition of temporary and permanent housing for homeless fam-
ilies.
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In the 100th Congress, the subcommittee held seven additional
hearings on welfare reform (January 28, 1987; February 19, 1987;
March z!, 1987; March 6, 1987; March 10, 1987; March 11, 1987; and
March 13, 1987 In addition, two hearings were held on H.R 1720,
the Family Welfare Reform Act of 1987 (March 30, 1987; and April
1, 1987).

C OVERSIGHT BY COMMITTEE ON GOVERNMENT OPERATIONS

In compliance with clause 2;11(3)(D) of Rule XI of the Rules of the
House cf Representatives, the Committee states that no oversight
findings and recc mendations have been submitted to this Com-
mittee by the Con. nittee on Government Operations regarding the
provisions contained in this bill

D INFLATION IMPACT

In compliance with clause 2(l)(4) of Rule XI of the Rules of the
House of Representatives, the Committee states that H R 1720, as
reported, has a total cost in fiscal year 1988 of $192 million, a cost
of $520 million in fiscal year 1989, and a cost of $1.2 billion in fiscal
year 1990 The Committee believes that the bill will have no infla-
tionary impact on the economy

V CHANGES IN EXISTING LAW MADE BY THE BILL, AS
REPORTED

In compliance with clause :) of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as tollows (existing law proposed tc be omit-
tcd is enclosed in black brackets, new matter is printed in italic,
existing law in which no change is proposed is shown in roman):

SOCIAL SECUPITY ACT

$

TITLE I7GRANTS TO STATES FOR AID AND SERVICES TO
NEEDY FAMILIES WITH CHILDREN AND FOR CHILD-WEL-
FARE SERVICES

PART A [Am TO FAMILIES WITH DEPENDENT CHILDREN] FAMILY
SI'PPORT PROGRAM

STATE PLANS FOR AID AND SERVICES TO NEEDY FAMILIES WITH
CHILDREN

SEC. 402 ;a1 A State plan for aid and services to needy families
with children must(1) '

*

(4) provide for granting an opportunity for a fair hearing
before the State agency to any individual whose claim for [aid
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to families with dependent children] aid in the form of family
support supplements is denied or is not acted upon with reason-
able promptness,

(7) except as may be otherwise provided in paragraph (8) or
(31) and section 415, provide that the State agency

(A) shall, in determining need, take into consideration
any other income and resources of any child or relative
claiming [aid to families with dependent children] aid in
the form of family support supplements, or of any other in-
dividual (living in the same home as such child and rela-
tive) whose needs the State determines should be consid-
ered in determining the need of the child or relative claim-
ing such aid;

( (8)(A) provide that, with respect to any month, in making
the determination under paragraph (7), the State agency

[(i) shall disregard all of the earned income of each de-
pendent child receiving aid to families with dependent
children who is (as determined by the State in accordance
with standards prescribed by the Secretary) a full-time stu-
dent or a part-time student who is not a full-time employ-
ee attending a school, college, or university, or a course of
vocational or technical training designed to fit him for
gainful employment;

[(ii) shall disregard from the earned income of any child
or relative applying for or receiving aid to families with
dependent children, or of any other individual (living in
the same home as such relative and child) whose needs are
taken into account in making such determination, the first
$75 of the total of such earned income for such month;

[(iii) shall disregard from the earned income of any
child, relative, or other individual specified in clause (ii),
an amount equal to expenditures for care in such month
for a dependent child, or an incapacitated individual living
in the same home as the dependent child, receiving aid to
families with dependent children and requiring such care
for such month, to the extent that such amount (for each
such dependent child or incapacitated individual) does not
exceed $160 (or such lesser amount as the Secretary may
prescribe in the case of an individual not engaged in full-
time employment or not employed throughout the month);

[eiv) shall disregard from the earned income of any
child or relative receiving aid to families with dependent
children, or of any other individual (living in the same
home as such relative and child) whose needs are taken
into account inmaking such determination, an amount
equal to (I) the first $30 of the total of such earned income
not disregarded under any other clause of this subpara-
graph plus (II) one-third of the remainder thereof (but ex-
cluding, for purposes of this subparagraph, earned income
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derived from participation on a project maintained under
the programs established by section 432(b)(2) and (3));

[(v) may disregard the income of any dependent child
applying for or recehing aid to families with dependent
children which is derived from a program carried out
under the Job Training Partnership Act (as originally en-
acted), but only in such amounts, and for such period of
time (not to exceed six months with respect to earned
income) as the Secretary may provide in regulations;

[(vi) shall disregard the first $50 of any child support
payments received in such month with respect to the de-
pendent child or children in any family applying for or re-
ceiving aid to families with dependent children (including
support payments collected and paid to the family under
section 457(b)); and

[(vii) may disregard all or any part of the earned
income t,f a dependent child who is a full-time student and
who is applying for aid to families with dependent chil-
dren, but only if the earned income of such child is ex-
cluded for such month in determining the family's total
income under paragraph (18); and

[(B) proN'de th (with respect to any month) the State
agency

[(i) shall not disregard, under clause (ii), (iii), or (iv) of
subparagraph (A), any earned inco ue of any one of the
persons specified in subparagraph (AXii) if such person

[(I) terminated his employment or reduced his
earned income without good cause within such period
(of not less than thirty days) preceding such month as
may be prescribed by the Secretary;

[(ID refused without good cause, within such period
preceding such month as ma- be prescribed by the
Secretary, to accept employr Hit in which he is able to
engage which is offered th_ough the public employ-
ment offices of the State, or is otherwise offered by an
employer 1c the offer of such employer is determined
by the Smte or local agency administering the State
plan, after notification by the employer, to be a bona
fide offer of employment; or

[(III) failed without good cause to make a timely
report (as prescribed by the State plan pursuant to
paragraph (14)) to the State agency of earned income
received in such month; and

[(n)(I) shall not disregard
[(a) und:_i. subclause (II) of subparagraph (AXiv), in

a case where such suL-lause has already been applied
to the income of the pei sons involved for four consecu-
tive months while they were receiving aid under the
plan, or

j(b) under subclause (I) of subparagraph (AXiv), in a
case whe-e such lubclause has already been app"ed to
she income of t, . pers,iis irs.volved for twelve consecu-
tive months while they were receiving aid under the
plat,



109

any earned income of any of the persons specified in sub-
paragraph (A)(ii), if, with respect to such month, the
income of the persons so specified was in excess of their
need, as determined by the State agency pursuant to para-
graph (7) (without regard to subparagraph (AXiv) of this
paragraph), unless the persons received aid under the plan
in one or more of the four months preceding such month:
and

[(II) in the case of the earned income of a person with
respect to whom subparagraph (AXiv) has been applied for
four consecutive months, shall not apply the provisions of
subclause (H) of such subparagraph to any month after
such month, or apply the provisions of subclause (I) of such
subparagraph to any month after the eight month follow-
ing such month, for so long as he continues to receive aid
under the plan, and shall not apply the provisions of
either such subclause to any TA thereafter until the
expiration of an additional perioci , twelve consecutive
months during which he is not a recipient of such aid; and

[(C) provide that in implementing this paragraph the term
"earned income" shall mean gross earned income, prior to any
deductions for taxes or for any other purposes3

(8)(A) provide (subject to subsection (g)(1)(0) that, with respect
to any month, in making the determination under pa-agraph
(71, the State agency

(1) shall disregard all of the earned income of each de-
pendent child receiving family support supplements who is
(as determined by the State in accordance with standards
prescribed by the Secretary) a full-time student or a part-
time student who is not a full-time employee attending a
school, college, or university, or a course of vocational or
technical training designed to prepare him or her for gain-
ful employment;

(it) shall disregard from the earned income of any child
or relative applying c - or receiving family support supple-
ments, or of any other Individual (living in the same home
as such relative and child) whose needs are taken into ac-
count in making such determination, the first $100 of the
total of such earned Income for such month;

(1111 shall disregard from the earned income of any child
or relative receiving family support supplements, or of any
other individual (living in the same home as such relative
and child) whose needs are taken into account in making
such determination, an amount equal to 25 percent of the
total of such earned Income not disregarded under any
other clause of this subparagraph;

(iv) shall disregard the first $50 of any child support pay-
ment received in such month which was due for that
month, and the first $50 of any child support payment re-
ceived in such month which was due for a prior month if
such payment was timely made when due by the absent
parent, with respect to the dependent child or children in
any family applying for or receiving family support supple-
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merits (including support payment collected and paid to t'
family under section 457(6)),

(v) may disregard the income of any dependent child or
minor parent applying for or receiving family support sup-
plements which is derived from a program carried out
under the Job Training Partnership Act, but only in such
amounts and for such period of time (not tc, exceed 6
months with respect to earned income) as the Secretary may
provide in regulations:

(vi) ma disregard all or any part of the earned income of
a dependent child who is a All-time student and who is
applying for family support supplements, but only if the
earned income of such child is excluded for such month in
determining the family's total income under paragraph
(18), and

(vii) shall disregard any refund of Federal income taxes
made to a family receiving family support supplements by
reason of section of the Internal Revenue Code of 1986
(r?lating to earned income credit) and any payment made to
sucn a family by an employer under section 3507 of such
Act (relating to advance payment of earned income credit);
and

(B) previo'e that octal respect to any month) the State agency
shall not disregard, under clause (ii) or (iii) of subparagraph
(A), any earned income of any one of the persons specified in
subparagraph (A Xit) if such person

(i) terminated his or her employment or reduced his or
her earned income without good cause within such period
(of not less than 30 days) preceding such month as may be
prescribed by the Secretary:

(ti) refused without good cause, within such period pre-
ceding such month as may be prescribed by the Secretary, to
accept employment in which he or she is able to engage
which is offered through the public employment offices of
the State, or is otherwise offered by an employer if the offer
of such employer is determined by the State or local agency
administering the State plan, after consulting with the em-
ployer, to be a bona fide offer Lf employment; or

(iii) failed without good cause to rtake a timely report (as
prescribed by the State plan pursuant to paragraph (14)) to
the State agency of earned income received in such month;

(9) provide safeguards which restrict the use or disclosure of
information concerning applicants or recipients to purposes di-
rectly connected with (A) the administration of the plan of the
State approved under this part, the plan or program of the
State under part B[,C,] or D of this title or under title I, X,
XIV, XVI, XIX, or XX, or the supplemental security income
program established by title XVI, (B) any investigation, pros-
ecution, or c.-iminal or evil proceeding, conducted in connec-
tion with the administr;qion of ary Luch plan or program, (C)
the administration of any other Federal or federally assisted
program which provides assistance, in cash or in kind, or ser'-
ices, directly to individuals on the oasis of need, and (D) any
audit or similar activity conducted in connection with the ad-
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ministration of any such plan or program by any governmental
entity which is authorized by law to conduct such audit or ac-
tivity; and the safeguards so provided shall prohibit disclosure,
to any committee or legislative body (other titai an entity re-
ferred to in clause (D) with respect to an activity referr.d to in
such clause), of any information which identifies by name or
address any such applicant or recipient; but such safeguards
shall not prevent the State agency or the local agency responsi-
ble for the administration of the State plan in the locality
(whether or not the State has enacted legislation allowing
public access to Federal welfare records) from furnishing a
State or local law enforcement officer, upon his request, with
the current address of any recipient if the officer furnishes the
agency with such recipient's name and social security account
number and satisfactorily demonstrates that such recipient is a
fugitive felon, that the location or apprehension of such felon
is within the officer's official duties, and that the request is
made in the proper exercise of those duties;

(10)(A) provide that all individuals wishing to make applica-
tion for [aid to families with dependent children] aid in the
form of family support supplements shall have opportunity to
do so, and that [aid to families with dependent children] aid
in the form of family support supplements shall, subject to
paragraphs (25) and (26), be furnished with reasonable prompt-
ness to all eligible individuals; and

(B) provide that an application for aid under the plan will be
effective no earlier than the date such application is filed with
the State agency or local agency responsible for the adminis-
tration of the State plan, and the amount payable for the
month in which the application becomes effective, if such ap-
plication becomes effective after the first day of such month,
shall bear the same ratio to the amount which would be pay-
able if the application had been effective on the first day of
such month as the number of days in he month including and
following the effective date of the application bears to the total
number of days in such month,

(11; provide for prompt notice (including the transmittal of
all relevant information) to the State child support collection
agency (established pursuant to part D 4 this title) of the fur-
nishing of [aid to families with dependent children] aid in
the form of family support supplements with respect to a child
who has been deserted or abandoned by a parent (including a
child born out of wedlock without regard to whether the pater-
nity of such child has been established),

(14) with respect to families in the category of recent work
history or earned income cases (and at Cie option of the State
with respect to families in other categories), (A) prov:de that
the State agency will require each family to which it furnishes
[aid to families with dependent children] aid in the form of
family support supplements (or to which it would provide such
aid but for paragraph (22) or (32)) to report, as a condition to
the continued receipt of such aid (or to continuing to be
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deemed to be a recipient. of such aid), each month to the State
agency on

(i) the income received, family composition, and other
relevant circumstances during the prior month, and

(17) provide that if a child or relative applying for or receiv-
ing [aid to families with dependent children,] aid in the form
of family support supplements, or any other person whose need
the State considers when determining the income of a family,
receives in any month an amount of earned or unearned
income which, together with all other income for that month
not excluded under paragraph (8), exceeds the State's standard
of need applicable to the family of which he is a member

(A) such amount of income shall be considered income to
such individual in the month received, and the family of
which such person is a member shall be ineligible for aid
under the plan for the whole number of months that
equals (i) the sum of such amount and i 11 other income re-
ceived in such month, not excluded under paragraph (8),
divided by the standad of need applicable to such
fatally, and

[(19) provide
[(A) that every individual, as a condition of eligibility

for aid under this part, sh .11 register for manpower serv-
ices, training, employment, and other employment-related
activities (including employment E3arch, not to exceed
eight weeks in total in each year) with the Secretary of
Labor as provided by regulations issued by him, unless
such individud

VI) a child who is un-ier age 16 or attending, full-
time, an elenienta-y, secondary or vocational (or tech-
nical) school;

[(i) a person who is ill, incapacitated, ci of ad-
vanced age,

[(in) a person so remote from a work incentive
prajeci that his effective participation is precluded;

[(iv) a person whose presence in the home is re-
quired because of illness er incapacity of another
m?mber of the household,

[(v) the parent or other i)elative of a child under the
age of six who is personally providing- care for the
child with only very brief' and infrequent absences
from the child,

[(vi) the parent or other caretaker of a child who is
deprived of parental support or care by reason of the
death, continued absence from the home, or physical
or mental incapacity of a parent, if another adult rela-
tive is in the home ana not excluded by clause (i',
(iii), or (iv) of this subparagraph (unless he has failed
to register as required by this subparagraph, or has
been found by the Secretary of Labor to have refused
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without good cause to participate under a work incen-
tive program or accept employment as described in
subparagraph (F) of this paragraph;

[(vii) a person who is working not less than 30
hours per week;

[(viii) the parent cf a child who is deprived of pa-
rental support or care by reason of the unemployment
of a parent, if the other parent who is the principal
earner, as defined iii section 407(d)) is not excluded by
the preceding clauses of this subparagraph; or

[(ix) a women who is pregnant if it has been medi-
cally verified that the child is expected to be born in
the month in which such registration would otherwise
be required or within the 3-month period immediately
following such month;

and that any individual referred to in clause (v) shall be
advised on his or her option to register, if he or she so de-
sired, pursuant to this paragraph, and shall be informed of
the child care services (if any) which will be available Lb
him or her in the event he or she should decide so tc regis-
ter;

LB) that aid to families with dependent children under
the plan will not be denied by reason of such registration
or the individual's cer;ification to the Secretary of Labor
under subparagraph (G) of this paragraph, or be eason of
an individual's participation on a project under the pro-
gram established by section 432(b)(2) or (3',

((C) for arrangements to assure that there will be made
a non-Fedeal contribution to the work incentive programs
established by part C by appropriate agencies of the State
or private organizations of 10 per centum of the cost of
such programs as specified in section 435(h);

(D) that (i) training incentives authorized under section
434 shall be disregarded in determining the needs of an in-
dividual under paragraph (7), and (ii) in determining such
individual's needs the additional expenses attributable to
his participation in a program established by section
,132(131(2` or (3) shall be taken into account;

r(F) that if (and for such period as is prescribed under
joint regulations of the Secretor) and the Secretary of
Labor) any child, relative or individual has been found by
the Secretary of Labor under section 433(g) to have refused
without good cause to participate under a work incentive
program established by part C with respect to which the
Secretary of Labor has determined his participation is con-
sistent with the purposes of such part C, or to have refused
without good -ause to accept employment in which he is
able to engage which is offered through the public employ-
ment offices of the State, or is otherwise offered by an em-
ployer if the offer of such employer is determined, after
notification by him, to be a bona fide offer of employ-
ment

[(t) if the relative makes such refusal, such rela-
tive's needs shall not be taken into account in making
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the determination under paragraphs (7), and aid for
any dependent child in the family in the form of pay-
ments of the type described in section 406(b)(2) (which
in such a case shall be without regard to clauses (A)
through (D) thereof) or section 472 will be made unless
the State agency, after making reasonable efforts, is
unable to locate an appropriate individual to whom
such payments can be made;

[(il) if the parent who has been designated as the
principal earner, for purposes of section 407, makes
such refusal, aid will be denied to all members of the
family;

[(iii) aid with respect to a dependent child will be
denied if a child who is the only child receiving aid in
the family makes such refusal;

[(iv) if there is more than one child receiving aid in
the family, aid for any such child will be denied (and
his needs will not be taken into account in making the
determination under paragraphs (7)) if that child
makes such refusal; and

[(v) if such individual makes such refusal, such in-
dividual's needs shall not be taken into account in
making the determination under paragraph (7);

[(G) that the State agency will have in effect a special
program which (i) will be administered by a separate ad-
ministrative unit (which will, to the maximum extent fea-
sible, be located in the same facility as that utilized for the
administration of programs established pursuant to section
432(b) (1), (2), or (3)) and the employees of which will, to
the maximum extent feasible, perform services only in
connection with the administration of such program, (ii)
will provide (through arrangements with others or other-
wise) for individuals who have been registered pursuant to
subparagraph (A) of this paragraph (I) in accordance with
the order of priority listed in section 433(a), such health,
vocational rehabilitation, counseling, child care, and other
social and supportive services as are necessary to enable
such individuals to accept employment or receive manpow-
er training provided under section 432(b) (1), (2), or (3), and
will, when arrangements h've been made to provide neces-
sary supportive services, including child care, certify to the
Secretary of Labor those individuals who are ready for em-
ployment or training under section 432(b) (1), (2), or (3), (II)
such social and supportive services as are necessary to
enable such individuals as determined appropriate by the
Secretary of Labor actively to engage in other employ-
ment-related (including but not :mited to employment
search) activities, as well as timely payment for necessary
employment search expenses, and (III) for a period deemed
appropriate by the Secretary of Labor after such an indi-
vidual accepts employment, such social and supportive
services as are reasonable and necessary to enable him to
retain such employment, (iii) will participate in the devel-
opment of operational and employability plans under sec-



115

tion 433(b), and (iv) provides for purposes of clause (n) that,
when more than one kind of child care is available, the
mother may choose the type, but she may not refuse to
accept child care services if they are available; and

[(H) that an individual participating in employment
search activities shall not be referred to employment op-
portunities which do not meet the criteria for appropriate
work and training to which an individual may otherwise
be assigned under section 432(b) (1), i21, or (313

(19) provide that the State has in effect and operation an edu-
cation, training, and work program approved by the Secretary
as meeting all of the requirements of section 416';

(21) provide
(A) that, for purposes of this part, participation in a

strike shall not constitute good cause to leave, or to refuse
to seek or accept employment; and

(B)(i) that [aid to families with dependent children] aid
in the form of family support supplements is not payable to
a family for any month in which any caretaker relative
with whom the child is living is, on the last day of such
month, participating in a strike, and (ii) that no individ-
ual's needs shall be included in determining the amount of
&id payable for any month to a family under the plan if,
on the last day of such month, such individual is partici-
pating in a strike;

(29) prouidt for the asstsgnment of a case manager to each
family which 13 receiving family support supplements under the
plan and which is headed by a minor parent, as described in
section 417, and include the other provisions and conditions r2-
quired by thpf section,

[(35) at the option of the State, provicki
[(A) that as a condition of eligibility for aid unde the

State plan of any individual claiming such aid who is re-
quired to register pursuant to paragraph (19)(A) who
would be required to register under paragraph (19)(A) but
for clause (iii) thereof), including all such individuals or
only such groups, types, or classes tiaereof as the State
agency may designate for purposes of this paragraph, such
individual will be required to participate in a program of
employment search

[(i) beginning at the time he applies for such aid (or
an application including his need is filed) and continu-
ing for a period (prescribed by the State) of not more
than eight weeks (hut this requirement may not be
used as a reason for any delay in making a determina-
tion of an individual's eligibility for aid or in issuing a
payment to or in behalf of any individual who is oth-
erwise eligible for such aid); and

1 I.



116

[(h) at such time or times after the close of the
period prescribed under clause (i) as the State agency
may determine but not to exceed a total of 8 weeks in
any 12 consecutive months;

[(B) that any individual participating in a program of
employment search under this paragraph will be furnished
such transportation and other services, or paid (in advance
or by way of reimbursement) such amounts to cover trans-
portation costs and other expenses reasonably incurred in
meeting requirements imposed on him under this para-
graph, as may be necessary to enable such individual to
participate in such piogram; and

[(C) that, in the case of an individual who fails without
good cause to comply with requirements imposed upon him
under this paragraph, the sanctions imposed by paragraph
(19)(F) shall be applied in the same manner as if the indi-
vidual had made a refusal of the type which would cause
the provisions of such paragraph (19)(F) to be applied
(except that the State may at its option for purposes of
this paragraph, reduce the period for which such sanctions
would otherwise be in effect)3

* * * * *

[(37) provide that, in any case where a family has ceased to
receive aid under the plan because (by reason of paragraph
(8)(B)(ii)(II)) the provisions of paragraph (8)(A)(iv) no longer
apply, such family shall be considered for purposes of title XIX
to be receiving aid to families with dependent children under
such plan for a period of 9 months after the last month for
which the family actually received such aid; and the State may
as its option extend such period by an additional period of up

6 months in the case of a family that would be eligible
during such additional period to receive aid under the plan
(without regard to this paragraph) if such (8)(A)(iv) applied;]

(37) provide that if any family ceases to receive family support
supplements under the State plan as of the close of any month
(and at that time has earnings), such family shall be treated for
purposes of title XIX as continuing to receive such supplements
for a period of 6 months afte the close of such month; except
that (A) this paragraph shall not apply if the family's eligibil-
ity for such supplements was terminated because of fraud or the
imposition of a sanction, (B) if at any time during such 6-
month period

(i) the family ceases to include a child who is (or would
if need be) a dependent child, or

(ti) any member of the family terminates his or her em-
ployment or reduces his or her earned income without good
cause or refuses without good cause to accept employment,
or fails to cooperate with the State in establishing paternity
or obtaining support or other payments as required by para-
g -aph (26)(B),

such period shall automatically end iris of the close of the last
month in which the family included such a child or at the
close of the month in which such lel Aination, refusal, or fail-
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ure occurred, and (C) such 6-month period shall include, and
not be in addition to, any peric.d during which the family re-
mains eligible for assistance under such tale XIX (after becom-
ing ineligible for family support supplements) under section
1.902(e);

(38) provide that in making the determination under para-
graph (7) with respect to a dependent child and applying para-
graph (8), the State agency shall (except as otherwise provided
in this part) include)

(A) any parent of such child, and
(B) any brother or sister of such child, if such brother or

sister meets the conditions described in clauses (1) and (2)
of section 406(a) or in section 407(a) (if such section is ap-
plicable to the State),

if such parent, brother, or sister is living in the same home as
the dependent child, and any income of or available for such
parent, brother, or sister shall be included in making such de-
termination and applying such paragraph with respect to the
family (notwithstanding section 205(j), in the case of benefits
provided under title II); [aud]

[(39) provide that in making the determinations under para-
graph (7) with respect to a dependent child whose parent or
legal guardian is under the age of 18, the State agency shall
(except as otherwise provided in this part) include any income
of such minor's own parents or legal guardians who are living
in the same home as such minor and dependent child, to the
same extent that income of a stepparent is included under
paragraph (31).]

(39) provide that the State will not reduce the level of the aid
payable under the State plan to families ofany size or composi-
tion below the level in effect for such families on June 10, 1987
(or below a level scheduled to become effective for such families
after that date (and on or before September 30, 1988' ',rider a
State law enacted on or before June 10, 1987); and

(40) provide that payments of family support supplements will
be made under the plan with respect to dependent children of
unemployed parents, in accordance with section 407.

[(d)(1) For purposes of paragraphs (7) and (8) of subsection (a),
any refund of Federal income taxes made by reason of section 32 of
the Internal Revenue of 1954 (relating to earned income credit) and
any payment made by an employer under section 3507 of such
Code (relating to advance payment of earned income credit) shall
be considered earned income.

[(2) In any case in which such advance payments for a taxable
year made by all employers to an individual under section 3507 of
such Code exceed the amount of such individual's earned income
credit allowable under section 32 of such Code for such year, so
that such individual is liable under section 32(g) of such Code for a
tax equal to such excess, such individual's benefit amount must be
appropriately adjusted so as to provide payment to such individual

3
i
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of an amount equal to the amount of the benefits lost by such indi-
vidual on account of such excess advance payments.]

(g)(1XA) Each State shall, for each family. either
Ii) provide day care for each dependent child, and incapaci-

tated individual living in the same home as a dependent child,
receiving family support supplements under the State plan and
requiring such care, or

(ii) reimburse the caretaker relative in the family (in advance
whenever possible) for the costs of such care incurred in any
month,

if and to the extent that such care (or reimbursement for the costs
thereof) is determined by the State agency to be (I) directly related to
an individual's participation in work, education, or training (in-
cluding participation as a mandatory participant or volunteer in
the program under section 416, and including participation in other
work, education, or training by individuals who are not participat-
ing in such program by reason of exemptions granted under any of
the subparagraphs in section 416(cX4)), (II) reasonably necessary for
such participation, and (III) cost-effective. The caretaker relative of
any dependent child or incapacitated individual whose family
ceases to be eligible for family support supplements under the State
plan as of the close of any month (if at that time the family has
earl:1716N) shall continue to be entitled to reimbursement for the
costs of any day care (subject to the applicable dollar limitations
specified in the succeeding sentence) which is determined by the
State agency to be reasonably necessary for his or her employment,
for a period of 6 months after the close of such month, under a slid-
ing scale formula established by the State which shall be based on
the family's ability to pay (and under which such applicable dollar
limitations are appropriately reduced to reflect such ',batty).
Amounts expended under the preceding provisions of this subsection
(in providing day care directly, or in making reimbursement for the
costs of such care), to the extent that such amounts do not exceed
$175 per month for any child age 2 cr over or $200 per month for
any infant under age 2, shall be considered, for purposes of section
401(01) and (2), to be amounts expended as aid in the form of
family support supplements under the State plan (and Federal con-
tributions may be made under section 403(a) with respect to
amounts so expended only to that extent).

(B) No amount shall be expended under subparagraph (A) for any
child care services involving more than 2 children at the same time
unless such services meet applicable standards of State and local
law, and in any event unless such services meet standards, estab-
lished by the State, which at a minimum ensure basic health and
safety ,protections.

(C) Reimbursement for the costs of day care under subparagraph
(Mee) may be accomplished through contracts or certificates, or
through the disregarding of such costs from the earned income of
the family (within the applicable dollar limitations set forth in sub-
paragraph (A)) as though such disregarding were specifically provid-
ed for in section 402(a)(8) immediately after the disregards provided
for in clauses (ii) and (iii) thereof (and were applied to both apple-



cants and recipients but only with respect to earned income not oth-
erwise disregarded under the preceding provisions of that section).
No change made by a State in its method of reimbursing day care
costs may have the effect of disadvantaging individuals or families
receiving aid under the State plan on the date of the enactment of
this subsection, by reducing their income or otherwise.

(D) For purposes of the first sentence of subparagraph (A), day
care shall be considered "cost-effective" only if it is furnished
within the applicable dollar limitations set forth in the third sen-
tence of such subparagraph, but nothing in this subsection shall be
construed as preventing any State from niaking reimbursement from
its own funds (without any Federal contribution under section
40,1(a)) for day care which is not furnished within such limitations.

(?X) In the case of an individual participating in the program of
education, training, and work under section 416 (including partici-
pation in the form of job search uncle- subsection (k) thereof), the
State (in addition to providing day care or reimbursing the costs
thereof as provided in paragraph (1)) shall reimburse the partici-
pant (in advance whenever possible) for transportation and other
work-related costs incurred in any month, in an amount (subject to
subparagraph (B)) not exceeding the dollar amount then in effect
(for purposes of disregarding earned income) under section
40?(a*BXA)(itl.

(B) In the case of a participant who must travel 100 miles or more
to reach his or her eali!oation or training stte under the program, the
reimbursement for transportation and other work-related costs
under subparagraph (A) may be in an amount up to twice the dollar
amount referred to in that subparagraph.

(3) The Federal contribution with respect to day care, transporta-
tion, aid other work-related costs incurred by a State under this
subsection shad be determined under section 403(01) or (2) as
though such costs had been incurred in paying aid in the form of
family support supplements, rather than under section 403(0(31 or
(4).

(4) The value of any day care provided (or any amount received as
reimbursement for day care costs incurred) under paragraph (1)

(A) shall not be treated as. income of any person for purposes
of any other Federal or federally-supported program which
bases el-gibility for or the amount of benefits upon need, and

(B) may not be claimed as an employment-related expense for
purposes of the credit under section 21 of the Internal Revenue
Code of :986.

(111(1) Any State may at option increase the dollar amount
under clause or (iv) of subsection (081(A) or the percentage
figure under clause (i:i) of such subsection (or increase both of such
dollar amounts, or either or both of such dollar amounts as well as
such percentage figure), effective on the first day of any calendar
quarter beginning on or alter the effective date of this subsection, so
long as such tncrease (or the combination of such increases) does not
have the effect of permitting a family to be eligible for aid under
the State plan for any month in violation of subsection (018).

(2) Whenever benefit amounts under title II are increased by any
percentage effective with any month as a result of a determination
made under section 215(i), the dollar amount under subsection
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(a)(8)(A)(11), as specified therein or as previously increased under
paragraph (1) of this subsection or this paragraph, shall be in-
creased by PA? same percentage (and rounded, when not a multiple
of $1, to the next lower such multiple), effectice on the first day of
the following month, but no increase under this paragraph shall be
effective to the extent that it would permit a family to be eligible for
aid under the State plan for any mouth in violation of subsection
(a)(18)

(1) Each State shall annually re-evaluate its need standard and
its payment standard under the family support program, gluing par-
ticular attention to whether or not the amount which it has as-
sumed to be necessary for shelter, in setting such standards, is ade-
quate in the light of current housing costs in the State and in dif-
ferent regions within the State The result of each such re-evalua-
tion shall be reported by the State to the Secretary, to the Congress,
and to the public.

UV) If
(A) any individual who is a recipient of family support sup-

plements under the State plan has been medically determined
to be a drug addict or an alcoholic and is enrolled in a program
for the treatment of his or her drug addiction or alcoholism,
and

(B) the institution, facility, or other entity responsible for pro-
viding such treatni,- ' notifies the State agency that such indi-
vidual (prior to th .atisfactory completion of the treatment)
has terminated his of her enrollment or otherwise ceased to par-
ticipate in such program or to comply with its terms, conditions,
and requirements,

then (notwithstanding any other provision of this title) the needs of
such individual shall not be taken into account in making the de-
termination with respect to his or her family under subsection (a)(7)
until such individual is again enrolled In such a program or a med-
ical determination is made (and notification thereof tornnzunicated
to the State agency) that he or she is no longer a (1 ug addict or al-
coholic.

(2) Each State agency shall establish such procedures and take
such other actions as may be necessary or appropriate to encourage
and facilitate the making (by the institutions, facilities, and other
entities invoiced) of the not,ftelations described in paragraph (1).

PAYMENT TO STATES

SEC. 403. (a) From the sums appropriated therefor, the Secretary
of the Treasury shall p iy to each State which has an approved
plan for aid and services to needy families with children, for each
quarter, beginning with the quarter commencing October 1, 10:,8

(1) in the case of any State other than Puerto Rico, the
Virgin Islands, and Guam, an amount (subject to subsection (k))
equal to the sum of the following proportions of the total
amounts expended during such quarter as [aid to families
with dependent children] aid in the form of family support
supplements under the State plan

(A) five-sixths of such expenditures, not counting so
much of any expenditure with respect to any month ,.. ex-
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ceeds the product of $18 multiplied by the total number of
recipients of [aid to families with dependent children]
aid in the fort,: of family support supplements for such
month (which total number, for purposes of this subsec-
tion, means (i) the number of individuals with respect to
whom such aid in the form of money payments s paid for
such month, plus (ii) the number of individuals, not count-
ed under clause (i), with respect to whom payments de-
scribed in section 406(b)(2) are made in such month and in-
cluded as expenditures for purposes of this paragraph or
paragraph (2)); plus

(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted
under clause (a), not counting so much of any expenditure
with respect to any month as exceeds (i) the product of $32
multiplied by the total number of recipients of [aid to
families with dependent children] aid !rz the form of
family support supplements lotho than such aid in the
form of foster care) for such month, plus (ii) the product of
$100 multiplied by the total number )f recipients of [aid
to families with dependent children] aid in the form of
family support supplements in the form of foster care for
such month; and

(2) in the case of Puerto Rico, the Virgin Islands, and Guam,
an amount (subject to subsection (10) equal to one-half of the
total of the sums expended during such quarter as [aid to fam-
ilies with dependent children] aid in the form of family sup-
port supplements under the State plan, not counting so much of
any expenditure with respect to any month as exceeds $18
multiplied by the total number of recipients of such aid for
such month; and

(3) in the case of any State, an amount equal to the sum of
the following proportions of the total mounts expended during
such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan-

(A) 100 percent of so much of such expenditures as are
for the costs of the implementation and operation of the
immigration status ver;fication system described in section
1137(d),

(B) 90 per centum of so much of the sums expended
daring such quarter as are attributable to the planning,
design, development, or installation of such statewide
mechanized claims processing and information retrieval
systems as (i) meet the conditions of section 402(030), and
(ii) the Secretary determines are likely to provide mor ef-
ficient, economical, and effective administration of the
plan ant:' to be compatible with the claims processing and
informat:on retrieval systems utilized in the administra-
tion of State plans approved under title XIX, and State
programs with respect to which there is Fetieral financial
participation under title XX, [and]

(C) one-half of so much of such expenditures us are in-
curred in connection with the administration of the educa-
tion, training, and work program under section 416, and

;
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[(C)](D) one-h-lf of the remainder of such expenditures
[(including as expenditures under this subparagraph the
value of any services furnished, and the amount of any
payments mnde (to cover expenses incurred by individu
under a program of employment search' under section
402(a)(35)(B)),],

except that no payment shall 5e made with respect to amounts
expended in cone action with the provisions of any ice d.r.-
scribed in section 2002(a) of this Act [other than services fur-
nished under section 402(aX35XB) (as described in the paren-
thetical phrase in subparagraph (C)), and other than services
the provision of which is required by section 402(019) to be in-
cluded in the plan of the State, or which is a service provided
in connection with a community work experience program or
work supplementation program under section 409 or 41-i; and]
other than services furnished under section 416 or under section
402(g) and

(4) in the case of any State, on amount equal to 65 percent of
the total amount expended during such quarter for education
and training under the program established pursuant to section
416; and

(5) in the case of any State, an amount equal to 50 per
centum of the total amount expended under the State plan
during such quarter as emergency assistance to needy families
with children.

No payment shall be made under this subsection with respect to
amounts paid to supplement or otherwise increase the amount of
[aid to families with dependent children] aid in the form of
family support supplements found payable in accordance with sec-
tion 402(a)(13) if such amount is determined to have been paid by
the State in recognition of the current or anticipated needs of a
1,mily (other than with respect to the first or first and second
ri.onths of eligibility), but any such amount, if determined to have
been paid b, the State in recognition of the difference between the
current or anticipated needs of a family for a montn based upon
actual i-'come or other relevant circumstances for such month, and
the needs of such family for such month based upon income and
other relevant circumstarv'es as retrospectively determined under
section 402(a)(13)(A)(ii) shall not be considered income within the
meaning of section 402(a)(13) for the purpose of determining the
amount of aid in the succeeding months.

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary shall, prior to the beginnii of eacn quar-
ter, estimate the amount to be paid to the State for such quar-
ter under the provisions of subsection (a), such estimate to be
bared on (A) a report filed by the State containing its estimate
of the total sum to be expended m such quarter in accordance
with the provisions of such subsection and stating th amount
appmpriated or made available by the State and its political
subdivisions for such expenditures in such quarter, and if such
amount is less than the State's proportionate shci.c cL he total
sum of such estimated expendi ures, the source or sol es fro:n
which the difference is expected to be derived, ( records



showing the number of dependent children in the State, and
(C) such other investigation as the Secretary many find neces-
sary

(2) The Secretary of Health and Human Services shall then
certify to the Secretary of the ", easury the amount so estimat-
ed by the Secretary of Health and Human Services, (A) re-
duced or increased, as the case may be, by any sum by which
he finds that his estimate for any prior quarter was greater or
less than the amount which should have been paid to the State
for such quarter, (B) reduced by a sum equivalent to the pro
rata share to which the United States is equitably entitled as
determined by the Secretary of Health and Human Services, of
the net amount recovered during any prior quarter by the
State or any political subdivision thereof with respect to [aid
to familes witn dependent children] aid in the form of family
support supplements furnished under the State plan, and (C) re-
duced by such amount as is necessary to provide the "appropri-
ate reimbursement of the Federal Government" that the State
is required to make under section 457 out of that poAior of
child support collections retained by it pursuant to such sec-
tion; except that such increases or reductions shall not be
ma-le to the extent that such sums have been applied to make
the amount certified for any prior quarter greater or less than
the amount estimated by the Secretary of Health and Human
Services for such prior quarter.

(3) The Secretary of ene Treasury shall thereupon through
the Fiscal Service of the Department of the Treasury and prior
to audit or settlement by the General Accounting Office, pay to
the State, at the time or times fixed by the Secretary of Health
and Human Services, the amount so certified.

E(c) Notwithstanding any other provision of this Act, the Federal
share of assistance payments under this part shall be reduced with
respect to any State for any fiscal year after June 30. 1973, by one
percentage point for each percentage point by which the number of
individuals certified, under the program of such State established
pursuant to section 402(a)(19)(('), to tha local employment office of
the State as being ready for employment or training under section
432(b) (1), (2), or (3), is less than 15 per centum of the averP(Te
number of individuals in such State who, during such year, an. .e-
quired to be registered pursuant to section 402(a)(19)(A).

[(d)(1) Notwithstanding any provision subsection (a)(3), the ap-
plicable rate under such subsection shall be 90 per centum with i e-
spect to social and supportive services provided pursuant to section
402;a)(19XG). In determining the amount of the expenditures made
under a State plan for and' quarter with respect to social and sup-
portive services pursuant to section 402(a)(19)(G), there shall be in-
cluded the fair and reasonvble value of goods and services fur-
nished in kind from the State or any political subdivision thereof.

[(2) Of the sums authorized by section 401 to be appropriated for
the fiscal year ending June 30, 1973, not more than $750,000,000
shall be appropriated to the Secretary for payments with respect to
services to which paragraph (1) applies.]

(e) In order to assist in obtaining the information needed to carry
out subsection (141) and otherwise to perform his duties under this
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part, the Secretary shall establish uniform reporting requirements
under which each State will be required periodically to furnish
such Information and data as the Secretary may determine to be
necessary to ensure that sections 402(0,17), 402(g), and 417 are being
effectively Implemented, including at a minimum the average
monthly number of families assisted under each such section, the
types of such families, the amounts expended with respect to such
families, and the length of time for which such families are assist-
ed. The information and data so furnished with respect to families
assisted under section 402(g) shall be separately stated with respect
to families who have earnings and those who do not, and with re-
spect to families who are receiving aid under the State plan and
those who are not

Notwithstanding any other provision of this section, the amount
payable to any State under this part for quarters in a fiscal year
shall with respect to quarters in fiscal years beginning after June
30, 1973, be reduced by 1 per centum (calculated without regard to
any reduction under section 403(g)) of such amount if such State

(1) in the immediately preceding fiscal year failed to carry
out the provisions of section 402(015)(B) as pertain to requir-
ing the offering and arrangement for provision of family plan-
ning services; or

(2) in the immediately preceding fiscal year (but, in the case
of the fiscal year beginning July 1, 1972, only considering the
third and fourth quarters thereof), failed to carry out the pro-
visions of section 402(aX15XB) of the Social Secu ty Act with
respect to any individual who, within such period or periods as
the Secretary may prescribe, has been an applicant for or re-
cipient of [aid to fe.milies with dependent children] aid in the
form of family support supplements under the plan of the State
approved under this part.

* * *

(101)(A) in the case of any State which, effective on or after Octo-
ber 1, 1988, Increases the level of the family support supplements
which are payable ur-ler its approved State plan, the percentage of
the total amount expended during any quarter as family support
supplements under such plan which would otherwise be payable to
the State (without regard to this subsection) as the Federal share of
such expenditures under subsection (a)(1) or (2) (with or without the
application of section 1118), to the extent that the total amount so
expended is attributable to such increase, shall be equal to the per-
centage of the Federal share of the expenses attributable to such in-
crease, as It would be determined by the application of subsection
(a)(1) Cr (2) without regard to this subsection, Increased by 25 percent
(but nut to more than 90 percent).

(B) If the increase Involved becomes effective on the first day of a
quarter, subparagraph (A) shall -pply with respect to expenditures
made on and after such first cky. If the Increase becomes effective
at any other time during a quarter, subparagraph (A) shall apply
only with respect to expenditures made on and after the first day of
the following quarter.

(C) The resulting net Federal share of the total amounts expended
during such quarter as family support supplements under the State
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plan (including both the expenditures to which this paragraph ap-
plies and the expenditures to which it does not) shall be determined
as provided in paragraph (2).

(2)(A) Whenever a State (effective on o after October 1, 1988) in-
creases the level of the family support supplements which are pay-
able under its approved State plan, the Secretary shall determine
with respect to each particular size of family separately specified
under the plan (assuming for this purpose that no family has any
other ineonze)

(i) the level of such supplements (expressed as a monthly
dollar amount) as of September 30, 1988;

(ii) the level of surf supplements (expressed as a monthly
dollar amount) immediately after such increase becomes effec-
tive;

(iii) the dollar amount of the increase (if any) in such level;
and

(iv) the percentage of the State's total FSP caseload (i.e., of
the total number of families receiving famtly support supple-
men's under the plan) which is represented by families of that
particular size.

(B) The Federal share of the expenditures which are made as
family support supplements under the State plan with respect to
families of any particular size during any quarter commencing with
the later of the quarter beginning October 1, 1988, or the first quar-
ter in which the increase is effective, and which (if any) are attrib-
utable to such increase, shall be a percentage equal to

(1) the sum of (I) the level determined under subparagraph
(A Xi) for such families multiplied by the net Federal percentage
determined under subsection (a) (1) or (2) or section 1118 with-
out regard to this subsection, and (II) the amount of the in-
crease (if any) determined under subparagraph (Ahii) for such
families multiplied by the percentage of the Federal share of
the expenditures attributable to such increase as determined
under paragraph (aXA),

divided by
(it) the level determined under subparagraph (A)(t1),

with the resulting quotient multiplied by
(in) the percentage of the State's total FSP caseload which is

represented by families of that particular size as determined
under subparagraph (MO.

(C) The net T'-deral share of the total amou is expended during
the quarter Invoi,e4 as family support supplements under the
State's approved plan for purposes of subsection (a) (1) or (2) shall be
a percentage equal to the sum of the percentages determined for all
family sizes by the application of clauses (1), (ii), and (tit) of sub-
paragraph (B) to families of each such size separately; and the per-
centage of such net Federal share as .9.) determired shall be in lieu
of the percentage which would otherwise be a,vpi:ed under subsec-
tion (a) (1) or (2) or under section 1118.

USE O' PAYMENTS FOR BENEFIT OF CHILD

SEC. 405. Whencver the State agency has reason to believe that
any payments of [aid to families with dependent children/ aid in
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the form of family support supplements made with respect to a
child are not being or may not be used in the best interests of the
child, the State agency may provide for such counseling and guid-
ance services with respect to the use of such payments and the
management of other funds by the relative receiving such pay-
ments as it deems advisable in order to assure use of such eay-
ments in the best interests of such child, and may provide for ad-
vising such relative that continued failure to so use such payments
will result in substitution therefor or protective payments as pro-
vided under section 46(b)(2), or in seeking appointment of a guard-
ian or legal representative as provided in section 1111, or in the
imposition of criminal or civil penalties authorized under State law
if it is di_ .ermined by a court of competent jurisdiction that such
relative is not using or has not used for the benefit of the child any
such payments made for that purpose; and the provision of such
services or advise by the State agency (or the taking of the action
specified in such advice) shall not serve as a basis for withholding
funds from such State under section 404 and shall not prevent such
payments with respect to such child from being considered [aid to
families with dependent children] aid in the form of family sup-
port supplements.

DEFINITIONS

SEC. 406. When used in this part
(a) * * *

03) The term "[aid to families with dependent children]" family
support supplements means money payments with respect to a de-
pendent child or dependent children, or, at the option of the State,
a pregnant woman but only if it has been medically verified that
the child is expected to be born in the month such payments are
made or within the three-month period following such month of
payment, and who, if such child had been born and was living with
her in the month of payment, would be eligible for [aid to families
with dependent children] aid in the form of family support supple-
ments and includes (1) money payments to meet the needs of the
relative with whom any dependent child is living (and the spouse of
such relative if living with him and if such relative is the child's
parent and the child is a dependent child by reason of the physical
or mental incapacity of a parent or is a dependent child under sec-
tion 407), and (2) payments with respect to any dependent child (in-
cluding payments to meet the needs of the relative, and the rela-
tive's spouse, with whom such child is living, and the needs of any
other individual living in the same home if such needs are taken
into account in making the determination under section 402(aX7))
which do not meet the preceding requirements of this subsection,
but which v uld meet such requirements except that such pay-
ments are made to another individual who (as determined in ac-
cordance with standards prescribed by the Secretary) is interested
in or concerned with the welfare of such child or relative, or are
made on behalf of such child or relative directly to a person fur-
nishing food, living accommodations, or other goods, services, or
items to or for such child, relative, or other individual, but only

A
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with respect to a State whose State plan approved under section
402 incluoes provision for

(A) determination by the State agency that the relative of
the child with respect to whorl, such payments are made has
such inability to manage funds that making payments to him
would be contrary to the welfare of the child and, therefore, it
is necessary to provide Euch aid with respect to such child and
relative through payments described in this clause (2);

(f) Notwithstanding the provisions of subsection (b), the term
"[aid to families with dependent children] aid in the form of
family support supplements" does not mean payments with respect
to a parent (or other individual whose needs such State determines
should be considered in determining the need or the child or rela-
tive claiming aid under the plan of such State approved under this
part) of a child who fails to cooperate with any agency or official of
the State in obtaining such support payments for such child. Noth-
ing in this subsection shall be construed to make an otherwise el;-
Bible child inelgible for protective payments because of the failure
of such parent (or such other individual to so cooperate.

(g) Notwithstanding the provisions of subsection (b), the term
"[aid to families with dependent children]" does not mean any

(1) amount paid to meet the needs of an unborn child; or
(2) amount paid (or by which a payment is increased) to meet

the needs of a woman occasioned by or resulting from her
pregni.ncy, unless, as has been medically verified, the woman's
child :s expected to be born in the month such payments are
made (o: increased) or within the three-month period following
such monti: of payment.

(h) Ea.th dependent child, and each relative with whom such a
child is living (including the spouse of such relative as described in
subsection (b)), who becomes ineligible for [aid to families with de-
pendent children] aid in the form of family support supplements as
a result (wholly or partly) of the collection or increased collection
of child or spousal support under part D, and who has received
such aid in at least three of the six months immediately preceding
the month in which such ineligibility begins, shall be deemed to be
a recipient of [aid to families with dependent children] aid in the
form of family support supplements. for purposes of title XIX for an
additional four calendar months beginnIng with the month in
which such ineligibility begins.

DEPENDENT CHILDREN OF UNEMPLOYED PARENT

SEC. 407. (a) * * *

[(b) The pro 'sions of subsection (a) shall be applicable to a State
if the State's i an approved under section -.:;2

[(1) requires]
(b) In providing for the payment of family support supplements

under the State's plan approved under section 402 in the case of
families which include dependent children within the meaning of
subsection (a) of this secturi, as required by section 402(a)(40), the
State's plan
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(1) shall require the payment of [aid to families with depend-
ent children] aid in the form of family support supplements
with respect to a dependent child as defined in subsection (a)
when

(A) * * *

*

(OW such parent has 6 or more quarters of work (as de-
fined in subsection (d)(1)), including 2 or more quarters of
work as defined zr. subsection (dN110), in any 13-calendar-
quarter period ending within one year prior to the applica-
tion for such aid or (ii) such parent received unemploy-
ment compensation under an unemployment compensation
law of a State or of the United States, or such parent was
qualified (within the meaning of subsection (d)(3)) for un-
employment compensation under the unemployment com-
pensation law of the State, within one year prior to the ap-
plication for such aid; and

(2) [provides--] shall provide
(A) for such assurances as will satisfy the Secretary that

unemployed parents of dependent children as defined in
subsection (a) [will be certified to the Secretary of Labor
as provided in section 402(a)(19) within 30 days] will par-
ticipate or apply for participation in the national educa-
tion, training, and work program under section 416 within
30 days after receipt of aid with respect to such children;

(C) for the denial of [aid to families with dependent
children] aid in the form of family support supplements to
any child or relative specified in subsection (a)

(i) if and for so long as such child's parent described
in paragraph (1)(A), unless exempt under section
402(a)(19)(A) [, is not currently registered pursuant to
such section for the work incentive program estab-
lished under part C of this title, or, if he is exempt
under such section by reason of clause (iii) thereof or
no such program in which he can effectively partici-
pate has been established or provided under section
432(a), is not registered] is not currently participating
in the national education, training, and work program
under section 416, unless such parent is exempt under
section 416(e(44 or, if such parent is exempt under
such section 4160(4) and has not volunteered for si ch
participation as described in section 416(c)(2), is not
registered with the public employment offices in the
State, and

(ii) with respect to any week for which such child's
parent described in paragraph (1)(A) qualifies for un-
employment compensation under an unemployment
compensation law of a State or of the United States,
but refuses to apply for or acce:it such unemployment
compensation; and
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(D) for the reduction of the [aid to families with depend-
ent children] aid in the form of family support supple-
ments otherwise payable to any child or relative specified
in subsection (a) by the amount of any unemployment com-
pensation that such child's parent described in paragraph
(1)(A) receives under an unemployment compensation law
of a State or of the United States.

(c) Notwithstanding any other provisions of this section, expendi-
tures pursuant to this section shall be excluded from [aid to fami-
lies with dependent children] aid in the form of family support
supplements (A) where such expenditures are made under the plan
with respect to any dependent child as defined in subsection (a), (i)
for any part of the 30-day period referred to in subparagraph (A) of
subsection (b)(1), or (ii) for any period prior to the time when the
parent satisfies subparagraph (B) of such subsection, and (B) if. and
for as long as, no action is taken (after the 30-day period referred
to in subparagraph (A) of subsection (b)(2)), under tl-, program
therein specified, [to certify such parent to the Secretary of Labor
pursuant to section 402(a)(19).] to participate i:t the national edu-
cation, training, and work program under section 416.

(d) For purposes of this section
(1) the term "quarter of work" with respect to any individ ial

means a calendar quarter (A) in which such individual re-
ceived earned income of not less than $50 (or which is a "quar-
ter of coverage" as defined in section 213(aX2)), or in which
such individual participated in a coo.:nunity, work experience
program [under section 409, or the work incentive program es-
tablished under part C;] under section 416(j), or (B) if the State
plan so provides (but subject to the lait sentence of this subsec-
tion), in which such individual (i) was in regular full-time at-
tendance as a student at an elementary or secondary school, (ii)
was in regular full-time attendance in (b course of vocational or
technical training designed to fit him 9r her for gainful employ-
ment, or (iii) participated in an education or training program
established under the Job !'raining Partnership act;

$ $ $ $
*

$
*

(4) the phrase "whiche Ter of such child's parents is the prin-
cipal earner", in the case of any child, means whichever
parent, in a home in which both parents of such child are
living, earned the greater amount of income in the 24-month
period the last month of which immediately precedes the
month in which an applicat;on is filed for aid under this part
on the basis of the unemplo ;ment of a parent, for each consec-
utive monai for which the family receives such aid on that
basis.

No individual shall be credited during his or her lifetime (for pur-
poses of subsection (b)(1)(0(i)) with more than 4 "quarters of work"
based on attendance in a course or courses of vocational or technical
training as described i,, paragraph (1)(B)(ii) of this subsection.

[(e) The Secretary and the Secretary of Labor shall jointly enter
into an agreement with each State which is able and willing, to do
so for the purpose of (1) simplifying the procedures to be followed
by unemployed parents and other unemployed persons in such

H.Rept.100-159 0 - 87 - 5
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State in registering pursuant to section 402(019) for the work in-
centive program established by part C of this title and in register-
ing with public employment offices (under this section and other-
wise) or in connection with applications for unemployment compen-
sation, by reducing the number of locations or agencies where such
persons must go in order to register for such programs and in con-
nection with such applications, and (2) providing where possible for
a single registration satisfying this section and the requirements of
both the work incentive program and the applicable unemployment
compensation laws.]

(COMMUNITY WORK EXPERIENCE PROGRAMS

(SEC. 409. (01) Any State which chooses to do so may establish
a community work experience program in accordance with this sec-
tion. The purpose of the community work experience program is to
provide experience and training for individuals not otherwise able
to obtain employment, in order to assist them to move into regular
employment. Community work experience programs shall be de-
signed to improve the employability of participants through actual
work experience and training and to enable individuals employed
under community work experience p ograms to move promptly
into regular public or private employment. The facilities of the
State public employment offices may be utilized to find employ-
ment opportunities for recipients under this program. Community
work experience programs shall be limited to projects which serve
a useful public purpose in fields such as health, social service, envi-
ronmental protection, education, urban and rural development and
mental protection. education, urban and rural development and re-
development, welfare, recreation, public facilities, public safety,
and day care. To the extent possible, the prior training, experience,
and skills of a recipient shall be utilized in making appropriate
work experience assignments. A community work experience pro-
gram established under this section shall provide

[(A) appropriate standards for health, safety, and other con-
ditions applicable to the performance of work;

[(B) that the program does not result in displacement of per-
sond currently employed, or the filling of established unfilled
position vacancies;

[(C) reasonable conditions of work, taking into 0,.;count the
geographic region, the residence of the participants, and the
proficiency of the participants;

[(D) that participants will not be required, without their
consent, to travel an unreasonable distance from their homes
or remain away from their homes ovei night;

[(E) that the maximum number of hours in any month that
a participant may be required to work is that number which
equals the amount of aid payable with respect to the family of
which suc' -idividual is a member under the State plan ap-
proved under this part, divided by the greater of the Federal or
the applicable State minimum wage; and

[(F) that (i) except as provided in clause (ii) r-ovision will be
made for transportation and other costs, not in excess of an
amount established by the Secretary, reasonably necessary and

t
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directly related to participation in the program, and (ii) to the
extent that the State is unable to provide for the costs involved
through the furnishing of services directly to the individuals
participating in the program, participants who are recipients
of aid under the State's plan approved under section 402 will
instead be reimbursed for transportation costs directly related
to their participation in the program (in amounts equal to the
cost of transportation by the most appropriate means as deter-
mined by the State agency), and for day care expenses directly
attributable to such participation (in amounts determined by
the State agency to be reasonable, necessary, and cost-effective
but not in excess of the comparable maximum day care deduc-
tion allowed under section 402(aX8XAXiii) for recipients of aid
under the plan generally); and amounts paid as reimbursement
to participants under clause (i) or (ii) shall be considered, for
purposes of section 403(a), to be expenditures made for the
proper and efficient administration of the State's plan ap-
proved under section 402.

1[(2) Nothing contained in this section shall be construed as au-
thorizing the payment of aid under this part as compensation for
work performed, nor shall a participant be entitled to a salary or
to any other work .)r training expense provided under any other
provision of law by reason of his participation in a program under
this section.

l[(3) Nothing in this part or part C, or in any State plan ap-
proved under this part, shall be construed to prevent a State from
operating (on such terms and conditions and in such cases as the
State may find to be necessary or appropriate, whether or not such
terms, conditions, and cases are consistent with section 402(aX19) or
part C) a community work experience program in accordance with
this section.

((4XA) Participants in community work experience programs
under this section may, subject to subparagraph (B), perform work
in the public interest (which otherwise meets the requirements of
this section) for a Federal office or ag,-..ncy with its consent, and,
notwithstanding section 1342 of title 31, United States Code, or any
other provision of law, such agency may accept such services, but
such participants shall not be considered to be Federal employees
for any purpose.

1[(B) The State agency shall porovide appropriate workers' com-
pensation and tort claims protection to each participant performing
work for a Federal office or agency pursuant to subparagraph (A)
on the same basis as such compensation and protection are provid-
ed to other participants in community work experience programs
in the State.

E(bX1) Each recipient of aid under the plan who is registered
under section 402(aX19) shall participate, upor referral by the
State agency, in a community work experience program unless
such recipient is currently employed for no fewer than 80 hours a
month and is earning an amount not less than the applicable mini-
mum wage for such employment.

((2) In addition to an individual described in paragraph (1), the
State agency may also refer for participation in programs under
this section, an individual who would be required to register under
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section 402(aX19XA) but for the exception contained in clause (v) of
such section (but only if the child for whom the parent or relative
is caring is not under the age of three and child care is available
for such child), or in clause (iii) of such section.

[(3) The chief executive officer of the State shall provide coordi-
nation between a community work experience program operated
pursuant to this section, any program of employment search under
section 402(aX35), and the work incentive program operated pursu-
ant to part C so as to insure that job placement will have priority
over participation in the community work experience program, and
that individuals eligible to participate in more than one such pro-
gram are not denied aid under the State plan on the grounds of
failure to participate in one such program if they are actively and
satisfactorily participating in another. The chief executive officer
of the State may provide that part-time participation in more than
one such program may be required where appropriate.

[(c) The provisions of section 402(aX19XF) shall apply to any indi-
vidual referred to a community work experience program who fails
to participate in 1. uch program in the same manner as they apply
to an individual to whom section 402(aX19) applies.

[(d) In the case of any State which makes expenditures in the
form described in subsection (a) under its State plan approved
under section 402, expenditures for the proper and efficient admin-
istration of the State plan, for purposes of section 403(aX3), may
not include the cost of making or acquiring materials or .equipment
in connection with the work performed under a program referred
to in subsection (a) or the cost of supervision of work under such
program, and may include only such other costs attributable to
such programs as are permitted by the Secretary.]

*

(WORK SUPPLEMENTATION PROGRAM

(SEC. 414. (a) It is the purpos- of this section to allow a State to
institute a work supplementation program under which such State,
to the extent such State determines to be appropriate, may make
jobs available, on a voluntary basis, as an alternative to aid other-
wise provided under the State plan approved under this part.

[(b)(1) Notwithstanding' the provisions of section 406 or any
other provision of law, Federal funds may be paid to a State under
this part, subject to the provisions of this section, with respect to
expenditures incurred in operating a work supplementat'm pro-
gram under this section.

[(2) Nothing in this part or part C, or in any State plan ap-
proved under this part, shall be construed to prevent a State from
operating (on such terms and conditions and in such cases as the
State may find to be necessary or appropriate, whether or not such
terms, conditions, and cases are consistent with section 402(aX19) or
part C) a work supplementation program in accordance with this
section.

[(3) Notwithstanding section 402(aX23) or any other provision of
law, a State may adjust the levels of the standards of need under
the State plan as the State determines to be necessary and appro-

I i i
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priate for carrying out a work supplementation program under this
section.

[(4) Notwithstanding section 402(aX1) or any other provision of
law, a State operating a work supplementation program under this
section may provide that the needs standards in effect in those
areas of the State in which such program is in operation may be
different from the needs standards in effect in the areas in which
such program is not in operation, and such State may provide that
the needs standards for categories of recipients of aid may vary
among such categories as the State determines to be appropriate
on the basis of ability to participate in the work supplementation
program.

[(5) Notwithstanding any other provision of law. a State may
make further adjustments in the amounts of aid paid under the
plan to different categories of recipients (as determined under
paragraph (4)) in order to offset increases in benefits from needs re-
lated programs (other than the State plan approved under this
part) as the State determines to be necessary and appropriate to
;taller the purposes of the work supplementation program.

[(6, Notwithstanding section 402(aX8) or any other provision of
law, a State operating a work supplementation program under this
section (A) may reduce or eliminate the amount of earned income
to be disregarded under the State plan as the State determines to
be necessary and appropriate to further the purposes of the work
supplementation program and (B) during one or more of the first
nine months of an individual's employment pursuant to a program
under this section, may apply to the wages of the individual the
provisions of section 402(aX8XAXiv) without regard to the provi-
sions of (BXiiXII) of such section.

[(cX1) A work supplementation program operated by a State
under this section shall provide that any individual who is an eligi-
ble individual (as determined under paragraph (2)) may choose to
take a supplemented job (as defined in paragraph (3)) to the extent
supplemented jobs are available under the program. Payments by
the State to individuals or to employers under the program shall be
expenditures incurred by the State for aid to families with depend-
ent children except as limited by subsection (d).

[(2) For purposes of this section, an eligible i 'ividual is an indi-
vidual who is in a category which the State determines shall be eli-
gible to participate in the work supplementation program, and who
would, at the time of his placement in such job, be eligible for as-
sistance under the State plan if such State did not have a work
supplementation program in effect and had not altered its State
plan accordingly, as such State plan was in effect in May 1981, or
as modified thereafter as required by Federal law.

[(3) For purposes of this section, a supplemented job is
[(A) a job position provided tt in eligible individual by the

State or local agency administering the State plan under this
part; c r

[(B) 3 job position provided to an eligible individual by any
other emtloyer for which all or part of the wages are paid by
such State -..-r local agency.
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A State may provide or subsidize any job position under the pro-
gram as such State determines to be appropriate, but acceptance of
any such position shall be voluntary.

[(d) The amount of the Federal payment to a State under section
403 for expenditures incurred in making payments to individuals
and employers under a work supplementation program shall not
exceed an amount equal to the amount which would otherwise be
payable under such section if the family of each individual em-
ployed in the program established in such state under this section
had received the maximum amount of aid payments under the
State clan to such a family with no income (without regard to ad-
justments under subsection (b) of this section) for a period of
months equal to the lesser of (1) nine months, or (2) the number of
months in which such individual was employed in such program.

((e)(1) Nothing in this section shall be construed as requiring a
State or local agency administering the State plan to provide em-
ployee status to any eligible individual to whom it provides a job
position under the work supplemental program, or with respect to
whom it provides all or part of the wages paid to such individual
by another entity under such program.

[(2) Nothing in this section shall be construed as requiring such
State or local agency to provide that eligible individuals filling job
positions provided by other entities under such progam be provided
employee status by such entity during the first 13 weeks during
which they fill such position.

[(3) Wages paid under a work supplementation program shall be
considered to be earned income for purposes of any provision of
law.

[(f) Any work supplementation program operated by a State
shall be administered by

[(1) the agency designated to administer or supervise the ad-
ministration of the State plan under section 402(a)(3); or

[(2) the agency (if any) designated to adminster the commu-
nity work experience program under section 409.

[(g) Any State which chooses to operate a work supplementation
program under this section may choose to provide that any individ-
ual who participates in such program, and any child or relative of
such individual kor other individual living in the same household as
such individual) who would be eligible for aid under the State plan
approved under this part if such State did not have a work supple-
mentation program, shall be considered individuals receiving aid
under the State plan approved under this part for purposes of eligi-
bility for medical assistance under the State plan approved under
title XIX.

[(h) No individual receiving a grant under the State plan shall
be excused, by reason of the fact that such State has a work supple-
mentation program, from any requirement of this part or part C
relating to work requirements (except during any period in which
such individual is employed under such work supplementation pro-
gram).]
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NATIONAL EDUCATION, TRAINING, AND WORK PROGRAM

SEC. 416. (a) PURPOSE.It IS the purpose of this section to assure
that needy children and parents obtain the education, training, and
employment which will help them avoid long-term welfare depend-
ence.

(b) ESTABLISHMENT AND OPERATION OF PROGRAMS. (1) AS a con-
dition of its participation in the Family Support Program under
this part, each State shall establish and operate an education,
training, and work program which has been approved by the Secre-
tary as meeting all of the requirements of this section, and shall
make the program available in each political subdivision of the
State where it is feasible to do so after taking into account the
number of prospective participants, the local economy, and other rel-
evant factors. The Secretary's approval shall be based on a plan set-
ting forth and describing the program and estimating the number of
persons to be served, which shall be submitted by the State on or
before the effective date of this section and which, if the State has
determined that the program is not to be available in all of its po-
litical subdivisions, shall include appropriate justification for that
determination.

(2) Each State education, training, and work program under this
section shall include p;vate sector and local government involve-
ment in planning and program design to assure that participants
are trained for jobs that will actually be available in the communi-
ty.

(3) The State agency which administers or supervises the adminis-
tration of the State's plan approved under section 402 shall be re-
sponsible for the operation and administration of the State's educa-
tion, training, and work program under this section.

(4) Federal funds made available to a State for purposes of the
program under this section shall be used to augment and expand ex-
isting services and activities which promote the purpose of this sec-
tion, and shall not in whole or in part replace or supplant any State
or local funds already being expended for that purpose.

(C) PARTICIPATION.(1) Each adult recipient of family support
supplements in the State who is not exempt under paragraph (4)
shall be required to part,ipatt in the program under this section to
the extent that the program is available in the political subdivision
where he or she resides and State resources otherwise permit. The
State agency shall take such action as may be necessary to ensure
that each recipient of such supplements (including each such recipi
ent who is exempt under paragraph (4)) is notified and fully in-
formed concerning the education, training, and work opportunities
offered under the program.

(2) The State may require participation in the program under this
section by recipients who are not exempt under paragraph (4) (here-
inafter referred to as 'mandatory participants'), and shall also
extend the opportunity to participate in the program to recipients
who are exempt under paragraph (4) (hereinafter referred to as 'vol-
unteers). The State shall actively encourage volunteers to partici-
pate in the program, and shall from time to time furnish to the Sec-
retary appropriate assurances that it is doing so.
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(3) With the objective of making the most effective possible use of
the State's resources and identifying the families which most ur-
gently need the services and activities provided under the program
under thts section, the program shall establish (and the plan sub-
t,,itted under subsection (b)(1) shall designate) specific target popula-
tions including

(A) families with a teenage parent, and families with a
parent who was under 18 years of age when the first child was
born;

(B) families that have been receiving aid to families with de-
pendent chi: lren or family support supplements continuously
for two or more years, and

(C) families with one or more children under 6 years of age.
For purposes of subparagraph (B), a family that has received aid to
families with dependent children or family support s.-tpplements for
at least 20 months out of ny period of 24 consecutive months shall
be treated as having received such aid or supplements continuously
during that period.

(4) The following are exempt from participation in the program
under this section:

(A) an individual who is ill, incapacitated, or 60 years of age
or over;

(B) an ind'" bull who is needed in the home because of the
illness or , 0:(y of another family member;

(C) the or otter caretaker relative of a child under
years of c. ibject to the last sentence of this paragraph);
except that

(i) the State may not require participation in the program
by a parent or other caretaker relative of a child who has
attained 3 years of age but not 6 'ars of age unle.is day
care is guaranteed to such relative Gad his or her participa-
tion is on a part-time basis,

(ii) the State shall permit and encourage participation in
the program (and waive the exemption provided by ti'as
subparagraph) in the case of parents and other caretaker
relatives of children who have not attained 3 years of age,
where day care is guaranteed to the relative involved and
his or her participation is on a part-time basis, and

(iii) the Secretary may permit the State at its option to
require participation in the program (and waive the exemp-
tion provided by this subparagraph) in the case of parents
and other caretaker relat. 'es whose youngest child has at-
tained 1 year of age but not 3 years of age if (I) the State
demonstrates to the satisfaction of the Secretary that appro-
priate infant care for each such child who has not attained
3 years of age can be guaranteed within the applicable
dollar limitations set forth in section 402(g)(1), and (II)
such relative's participation will be on n part-time basis;

(D) an individual who is w irking 20 or more hours a week;
(E) a child who is under the age of 16 or attend:-,g, full time,

an elementary, secondary, or vocational (or technical) school,
except in the case of a minor parent with respect to who;.1 the
State has exercised its option under section 41/(c);

(F) a woman who is pregnant; and
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(G) an individual who resides in an area of the State where
the program is not available.

In the case of a two-parent family to which section 407 applies, the
exemption under subparagraph (C) shall apply only to one parent or
other caretaker relative; but the State may at its option make such
exemption inapplicable in any such case ta both of the parents or
relatives involved (and require their participation in the program,
at least one of them on a full-time basis) if appropriate child care is
guaranteed in accordance with the applicable provisions of such
subparagraph.

(5) If the caretaker relative or any dependent child in the family
already attending (in good standing) a school or a course of voca-

tional or technical training designed to lead to employment at the
time he or she would otherwise commence participation (as a man-
datory participant or volunteer) in the program under this section,
such ottenciance shall constitute satisfactory participation in the
educational or training component of trte program (by that caretaker
or child) so long as it continues; and the family support plan (en-
tered into under subsection (1)) shall so indicate. The costs of such
school or training shall not constitute federally reimbursable ex-
pel °es for purposes of section 403 (but this sentence shall not pre-
vent the Statr from providing or snaking reimbursement for the cost
of day car. which is necessary for such attendance in accordance
with section 402(g)(1)).

(d) PRIORITIES.-(1) To the extent that the State's resources do not
permit the inclusion in the program of all mandatory participants
and volunteers, the selection of the families to whom services are to
be prol,ided under the program under this section shall be made
(subject to subsection (1)(3) and paragraphs (2) and (3) of this subsec-
tion) in accordance with the following priorities:

(A) First priority shall be given to volunteers who are de-
scribed in subparagraphs (A), (B), and (C) of subsection (cX3)

(B) Second priority shall le given to mandatory participants
who are described in subparagraphs (A), (B), and (C) of subsec-
tion (c)(3).

(C) Third priority shall be given to mandatory participants
(not described in subparagraph (B)) in families with older chil-
dren.

(D) Fourth priority shall be given to volunteers not described
subparagraph (A).

(E) Fifth priority shall be given to all other mandatory par-
ticipants.

For purposes of subparagraph (C), a family "with older children" is
a family in which the youngest child is within two years of being
ineligible for family support supplements because of his or her age.

(2) Among the mandatory participants described in subparagraph
(B), (C), or (E) of paragraph (1), first consideration shall be given to
those who actively seek to participate in the program.

(3) In the case of a State which provides satisfactory assurances
that it will make available the resources to serve all mandatory par-
ticipants and volunteers within a 3-year period after the effective
date of this section, paragraph (1) shall not apply until the expira-
tion of such 3 -year period.
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(e) ORIENTATION.The State agency shall provide each applicant
for family support supplements with orientation to the program
under this section, including full information about the opportuni-
ties offered by the program and the obligations of participants in
the program (and including descriptions of day care services and
available health coverage transition options). Such orientation shall
also be available at any time to recipients of family support supple-
ments who did not receive orientation under this subsection at the
time of their initial application for such supplements or who need
additional information about the program.

IP ASSESSMENT AND FAMILY SUPPORT PLAN.The State agency
shall make an initial assessment of the educational needs, skills,
and employability of each participant in theprogram under this sec-
tion, including a review of the family circumstances and of the
needs of the children as well as those of the adult caretaker; and on
the basis of such assessment the State agency and the participating
members of the family (or the adult caretaker with respect to any
such participant who is a minor) shall negotiate a family support
plan for the family. The family support plan shall set forth and de-
scribe all of the activities in which participants in the family will
take part under the program, and shall, to the maximum extentpos-
sible and consistent with this section, reflect the respective prefer-
ences of such participants.

(g) AGENCY-CLIENT AGREEMENT AND CASE MANAGEMENT.(1) Fol-
lowing the initial assessment and the development of the family
support plan with respect to any family under this section, the State
agency and the participating members of the family (or the caretak-
er relative in the Tamil' with respect to participants who are
minors) shall negotiate and enter into an agency-client agreement
including a commitment by the participants (or caretaker) to partici-
pate in the program in accordance with the family support plan,
nnecifying in detail the activities in which the participants will take
part and the conditions and duration of such participation, and de-
tailing all of the activities which the State will conduct and the
services which the 'tate will provide in the course of such participa-
tion. The participants (or caretaker) shall be given such assistance
as may be required in reviewing and understanding the family sup-
port plan and the agency-client agreement.

(21(A) Each participant shall be guaranteed an opportunity for a
fair hearing before the State agency in the event ofa dispute involv-
ing the contents of the ;amity support plan, the contents or signing
of z,',2 agency-client agreement, the nature or extent of his or her
participation in the program as specified therein, or any other
aspect of such earticipation which is provided for under this section
(including a aispute involving the imposition nf sanctions under
subsection (1) end the participant's right to conciliation before any
such sanction is imposed); and the agency-client agreement shall so
provide

(B) In no case shall any agency-client agreement entered into pur-
suant to this subsection give rise to a cause of action against the
Federal Government or any officer or agency thereof if any party to
such agreement fails to observe its terms.

(3) The State agency shall assign to each participating family a
member of the agency staff to provide case management services to
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the family; and the case manager so assigned shall be responsible
for (A) obtaining or broke. ing, on behalf of the family, any other
services which may be needed to assure the family s effective partici-
pation, (B) monitoring the progress of the participant, and (C) peri-
odically reviewing and renegotiating the family support plan and
the agency-client agreement as appropriate. Amounts expended in
providing case management services under this paragraph shall be
considered, for purposes of section 408(a)(8XC), to be expenditures for
the proper and efficient administration of the State plan.

(h) RANGE OF SERVICES AND ACTIVITIES.-(1) In carrying out the
program under this section, each State must make available a broad
rar.ge of services and activities calculated to aid in carrying out the
purpose of this section, specifically including (subject to the next to
last sentence of this paragraph and to paragraph (2))

(A) high school or equivalent education (combined with train-
ing when appropriate) designed specifically for participants who
do not have a high school aiploma, except in the case of a par-
ticipant who demonstrates a basic literacy level and whose
family support plan identifies a long-term employment goal
that does no require a high schcol diploma;

(B) remedial education to achieve a basic literacy level, in-
struction in English as a second language, and specialized ad-
vanced education in appropriate cases;

(C) group and individual job search as described in subsec-
tion (k);

(D) on-the-job training;
(E) skills training;
(F) work supplementation programs as provided in subsection

(i);
(G) community work experience programs as provided in sub-

section (j);
(H) job readiness activities to help prepare participants for

work;
(I) counseling, information, and referral for participants expe-

riencing personal and family problems which may be affecting
their ability to work;

(J) job development, job placement, and follow-up services to
assist participants in securing and retaining employment and
advancement as needed; and

(K) other education and training activities as determined by
the State and allowed by regulations of the Secretary.

The State must in any event make available the services and activi-
ties described in subparagraphs (A), (B), (C), (E), (H), (I), and (J)
along with the services and activities described in at least two of
the remaining subparagraphs. The provisions of paragraphs (4)
through (8) of this subsection shall apply with respect to all of the
services and activities described in this subsection.

(2) Any participant lacking a high school diploma shall be offered
the opportunity to participate in a program which addresses the
education needs identified in the participant's initial assessment,
including high school or equivalent education designed specifically
for participants who do not have a high school diploma, remedial
education to achieve a basic literacy level, or instruction in English
as a Second Language; and both the family support plan and the
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agency-client agreement shall so provide. Any other services or ac-
tivities to which such a participant is assigned under the agreement
may not be permitted to interfere with his or her participation in an
appropriate education program under this paragraph.

(3) Children In participating families who are not themselves par-
ticipants in the program under this section shall be encouraged to
take part in any of the education or training programs available
under the program; and the State must also provide to such chil-
dren additional services specifically designed to help them stay in
school (including financial incentives as appropriate), complete their
high scZool education, and obtain marketable job skills (including
services provided under a demonstration program conducted pursu-
ant to section 1115(b)(1)). Training activities in which such children
participate may not, however, be permitted to interfere with their
school attendance.

(4)(A) Each assignment of a participant under the program shall
be consistent with the physical capacity, skills, experience, health,
family responsibilities, anc' place of residence of such participant.

(B) Before assigning a participant to any activity under the pro-
gram, the State shall assure that

(i) appropriate smndards for health, safety, and other condi-
tions are applicable to participation in such activity;

(ii) the conditions of participation in such activity are reason-
able, taking into account the geographic region, the residence of
the participant, and the proficiency of the participant; and

(iii) the participant will not be required, without his or her
consent, to travel an unreasonable distance from his or her
home or remain away from such home overnight.

(5) No assignment under the program shall result in
(A) the displacement of any currently employed worker or po-

sition (including partial displacement such as a reduction in
the hours of nonovertime work, wages, or employment benefits),
or result in the impairment of existing contracts for services or
collective bargaining agreements;

(B) the employment or assignment of a participant or the fill-
ing of a position when (i) any other individual is on layoff from
the same or any equivalent position, or (Li) the employer has ter-
-ninated the employment of any regular employee or otherwise
reduced its workforce with the intention of filling the vacancy
so created with a participant subsidized under this section; or

(C) any infringement of the promotional opportunities of any
currently employed individual.

(6) The wage rate for any position to which a participant is as-
signed shall be at least equal to the current pay scale for that posi-
tion, or, if there is no current pay scale for that position, shall be at
least equal to the greater of the applicable Federal or State mini-
mum wage; and appropriate workers compensation and tort claims
protection shall be provided to all participants on the same basis as
such compensation and protection are provided to other employed
individuals in the State.

(7)(A) Each State agency shall establish and maintain a grievance
procedure for dealing with complaints about Its programs and ac-
tivities under this section from participants, subgrantees, subcon-
tractors. and other interested persons. Hearings on any complaint
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shall be conducted within 30 days after the date on which the com-plaint is filed and a decision shall be made no later than 60 days
after such date.

(B) The decision of the State agency may be appealed to the Secre-
tary under the procedures established in subparagraph (C), and the
complaint itself may be appealed to the Secretary under such proce-dures if the State agency fails to make a decision within the pre-scribed 60-day period.

(CXi) Whenever an appeal to the Secretary, alleging that para-graph (4), (5) (6), or (8) has been violated, is made under subpara-
graph (B) a copy of the complaint shall be transmitted at the sametime to the entity alleged to have committed the violation. An op-portunity shall be afforded to such entity to review the complaint
and to submit a reply to the Secretary within 15 days after receivingthe copy of such complaint.

(ii) An official who shall be designated by the Secretary shall
review any complaint submitted in accordance with clause (1), andconduct such investigation as may be necessary, to ascertain the ac-curacy of the information set forth or alleged and to determine
whether there is substantial evidence that the affected activities fail
to comply with paragraph (4), (5) (6), or (8). Such official shall
report his findings and recommendations to the Secretary within 60
days after commencing the review and investigation.

(iii) The Secretary, within 45 days after receiving the report underclause (ii) shall issue a final determination as to whether a viola-
tion of paragraph (4), (5), (6), or (8) has occurred.

(iv) The Secretary shall institute proceedings to compel the repay-
ment of any funds determined to have been expended in violation of
paragraph (4), (5), (6), or (81.

(D) The existence of the remedies provided by this section shall
not preclude any person who alleges that an action of a State agency
violates any of the provisions of this section from instituting a civil
action or pursuing any other remedy authorized under Federal,State, or local law.

(8) The State may not require a participant in the program to
accept a position under the program (as work supplementation or
otherwise) if accepting the position would result :n a net loss of
1--,come (including the insurance value of any health benefits) to the
participant or his or her family.

') Program activities under this section shall be coordinated in
each State with programs operated under the Job Training Partner-ship Act and with any other relevant employment training, and
education programs available in that State. Appropriate components
of the State's plan developed under subsection (b)(1) which relate to
job training and workplace preparation shall be consistent with the
coordination criteria specified in the Governor's coordination and
special services plan required under section 121 of the Job Training
Partnership Act. The State plan so developed shall be submitted to
the State job training coordinating council not less than 90 days
prior to its submission to the Secretary, for the purpose of review
and comment by the council on those provisions of the plan related
to delivery of job training services and of coordinating activities
under this section with similar- activities under the Job Training
Partnership Act.
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(10) Program activities under this section shall be coordinated in
each State with existing early childhood education programs in that
State.

(11) In carrying out the program under this section, the State may
enter into appropriate contracts and other arrangements with public
and private agencies and organizations for the provision or conduct
of any services or activities made available under the program.

W WORK SUPPLEMENTATION PROGRAMS.-W Any State may insti-
tute a work supplementation program under which suc State, to
the extent it considers appropriate, may reserve the sums which
would otherwise be payable to participants in the program under
this section as family support supplements under the State plan ap-
proved under this part and use such sums instead for the purpose of
providing and subsidizing jobs for such participants (as described in
paragraph (3XCXi) and (ii)), as an alternative to the supplements
which would otherwise be so payable to them under such plan.

(2XA) Notwithstanding any other provision of law, Federal funds
may be paid to a State under this part, subject to the provisions of
this section, with respect to expenditures incurred in operating a
work supplementation program under this subsection.

(B) Nothing in this part, or in any State plan approved under this
part, shall be construed to prevent a State from operating (on such
terms and conditions and in such cases as the State may find to be
necessary or appropriate) a work supplementation program in ac-
cordance with this subsection.

(C) Notwithstanding any other provision of law, a State may
adjust the levels of the standards of need under the State plan to
the extent the State determines such adjustments to be necessary
and appropriate for carrying out a work supplementation program
under this subsection.

(D) Notwithstanding any other provision of law, a State operatinngg
a work supplemereation program under this subsection may provide
that the need standards in effect in those areas of the State in
which such program is in operation may be differer t from the need
standards in effect in the areas in which such program is not in op-
erchion, and such State may provide that the need standards for
categories of recipients of family support supplements may vary
among such categories to the extent the State determines to be ap-
propriate on the basis of ability to participate in the work supple-
mentation program.

(E) Notwithstanding any other provision of law, a State may
make further adjustments in the amounts of the family support sup-
plements paid under the plan to different categories of recipients (as
determined under subparagraph (D)) in order to offset increases in
benefits from needs-related programs (other than the State plan ap-
proved under this part), to the extent the State determines such ad-
justments to be necessary and appropriate to further the purposes of
the work supplementation program.

(F) In determining the amounts to be reserved and used for pro-
viding and subsidizing jobs under this subsection as described in
paragraph (1), the State may use a sampling methodology.

(G) Notwithstanding section 402(aX8) or any other provision of
law, a State operating a work supplementation program under this
subsection may reduce or eliminate the amount of earned income to



143

be disregarded under the State plan to the extent the State deter-mines such a reduction or elimination to be necessary and appropri-ate to further the purposes of the work supplementation program.(8M) A work supplementation program, operated by a State underthis subsection shall provide that any individual who is an eligibleindividual (as determined under subparagraph (B)) shall take asupplemented job (as defined in subparagraph (C)) to the extent thatsupplemented jobs are available under the program. Payments bythe State to individuals or employers under the program shall betreated as expenditures incurred by the State for family support sup-plements under the Stuie plan for purposes of section 403(aX1) and(2), except as limited by paragraph (4).
(B) For purposes of this subsection, an eligible individual is an in-dividual (not exempt under subsection (cX4)) who is in a categorywhich the State determines should be eligible to participate in thework suL)lementation program, Ind who would, at the time of hisor her placement in the job involved, be eligible for family supportsupplements under the State plan if such State did not have a L.:Yorksupplementation program in effect.
(C) For purposes of this subsection, a supplemented job is(i) a job provided to an eligible individual by the State orlocal agency administering the State plan under this part; or(ii) a job provided to an eligible individual by any other em-ployer for which all or part of the wage; are paid by such Stateor local agency.

A State may provide or subsidize any job under the program underthis section which such State determines to be appropriate.
(D) At the option of the State, individuals who hold supplementedjobs under a State's work supplementation program shall be exemptfrom the retrospective budgeting requirements imposed pursuant tosection 402(aX13XAXii) (and the amount of the aid which is payableto the family of such individual for any month, or which would beso payable but for the family's participation in the work supplemen-tation program, shall be determined on the basis of the income and

other relevant circumstances in that month).
(E) Paragraphs (4) through (8) of subsection (h) shall apply withrespect to assignments of eligible individuals to supplemented jobsunder this subsection.
(4) The amount of the Federal payment to a State under section

403(a) for expenditures incurred in making payments to individualsand employers under a work supplementation program under thissubsection shall not exceed an amount equal to the amount wr.ich
would otherwise payable under paragraph (1) or (2) of such sec-tion if the family of each individual employed in the program hadreceived the maximum amount of family support supplements pay-able under she State plan to such a family with no income (withoutregard to adjustments under paragraph (2) of this subsection) for aperiod of months equal to the lesser of (A) nine months, or (B) thenumber of months in which such individual was employed in suchprogram. Expenditures so incurred shall be considered to have beenmade for family support supplements under the State plan for pur-poses of section 403(a)(1) and (2).

(5)(A) Nothing in this subsection shall be construed as requiringthe State oF local agency administering the State plan to provide
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employee status to an eligible individual to whom it provides a job
under the work supplementation program (or with respect to whom
it provides all or part of the wages paid to the individual by an-
other entity under such program), or as requiring any State or local
agency to provide that an eligible individual filling a job position
provided by another entity under such program be provided employ-
ee status by such entity, during the first 13 weeks such individual
fills that position.

(B) Wages paid under a work supplementation program shall be
considered to be earned income for purposes of any provision of law.

(6) Any State which chooses to operate a work supplementation
program under this subsection must provide that ny individual
who participates in such program, and any child or relative of such
individual (or other individual living in the same household as
such individual) who would be eligible for family support supple-
ments under the State plan approved under this part if such State
did not have a work supplementation program, shall be considered
individuals receiving family support supplements under the State
plan approved under this part for purposes of eligibility for medical
assistance under the Statefilan approved under title XIX.

(I) COMMUNITY WORK EXPERIENCE PROGRAMS.-(1)(A) Any State
which chooses to do so may establish a community work experience
program in accordance with this subsection. ne purpose of the com-
munity work experience prow-am is to provide experience and train-
ing for individuals not otherwise able to obtain employment, in
order to assist them to move into regular employment. Community
work experience programs shall b.. designed to improve the employ-
ability of participants through actual work experience and training
and to enable individuals employed under community work experi-
ence programs to move promptly into regular public or private em-
ployment. Community work experience programs shall be limited to
projects which serve a useful public purpose in fields such as
health, social service, e;wironrnental protection, education, urban
and rural development and redevelopment, welfare, recreation,
public facilities, public safety, and day care. To the extent possible,
the prior training, experience, and skills of a recipient shall be used
in making appropriate work experience assignments. Participants in
a program under this subsection may not fill established unfilled
position vacancies.

(B) A State which elects to establish a community work experience
program under this subsection shall operate such program so that
each participant (as determined by the State) either

(i) works and undergoes training for a period not exceeding 6
months, with the maximum number of hours that any such in-
dividual may be required to work and undergo training in any
month being a number equal to the amount of the family sup-
port supplements payable with respect to the family of which
such individual is a member under the State plan approved
under this part, divided by the current hourly pay scale for the
position in which the participant works, or (if' there is no cur-
rent pay scale for that position) by the greater of the applicable
Federal or State minimum wage (and the portion of a recipi-
ent's benefit for which the State w reimbursed by a child sup-
port payment shall not be taken into account in determining
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the number of hours that such individual may be required towork); or
(ii) performs unpaid work experience and training (for a com-bined total of not more than 30 hours a week) for a period not

exceeding 3 months.
Paragraphs (4) through (7) of subsection (h) shall apply with respect
to the assignment of participants to positions under this section.

(C) Nothing contained in this subsection shall be construed as au-thorizing the payment of family support supplements under this
part as compensation for work performed, nor shall a participant be
entitled to a salary or to any other work or training expense provid-
ed under any other provision of law by reason of his participation
in a program under this subsection.

(D) Nothing in this part or in any State plan approved under this
part shall be construed to prevent a Stott, from operating (on such
terms and conditions and in such cases as the State may find to be
necessary or appropriate) a community work experience program in
accordance with this subsection.

(E) Participants in community work experience programs under
this subsection may perform work in the public interest (which oth-
erwise meets the requirements of this section) for a Federal office oragency with its consent, and, notwithstanding section 1342 of title31, United States Code, or any other provision of law, such agency
may accept such services, but such participants shall not be consid-
ered to be Federal employees for any purpose.

(F) If at the conclusion of his or her participation in a community
work experience program the individual has not become employed, areassessment with respect to such inewidual shall be made ,,:,;zd a
new family support plan developed as provided in subsection (f). In
no event shall any individual who has completed the work and
training activities described in clause (i) of subparagraph (B), or thework experience and training activities described in clause (ii) of
such subparagraph, be required to repeat such activities or be reas-signed to perform work or undergo training under either such
clause.

(2) The State shall provide coordination between a community
work experience program operated pursuant to this subsection. any
program of job search under subsection (k), and the other work-re-lated activities under the program established by this section so as
to insure that job pla.::rnient will have priority over participation in
the community work experience program.

(3) In the case of any State which makes expenditures in the form
described in paragraph (1) under its State plan approved under sec-
tion 402, expenditures for the provision of training under a program
under this subsection, for purposes of section 403(a)(4) (and expendi-
tures for the proper and efficient administration of the State plan,
for purposes of section 403(aX3)), may not include the cost of making
or acquiring materials or equipment in connection with such train-ing services or the cost ofsupervision of u irk or training under such
program, and may include only such other costs attributable to such
program as are permitted by the Secretary.

(k) JOB SEARCH.--(1) The State agency shall establish and carry
out a program of job search for applicants and participants in the
program under this section.

s. kw



146

(2) Participants In the program undo,- this section shall be encour-
aged and may b3 required to take part in job search under this sub-
section, at such times, for such periods, and in such manner as the
State agency determines (in each particular case) will be most effec-
tive in serving the special needs and interests of the individual in-
volved and in carrying out the purpose of this section. Job search by
an applicant may be required or provided for while his or her appli-
cation is being processed; and job search by a participant may be re-
quired or provided for after his or her initial assessment, cfter his
or her education or training, and at other appropriate times during
his or her participation in the program under this section, as may
be set forth in the agency-client agreement entered into between such
individual and the State agency under subsection (g)(1) and as oth-
erwise provided by the State agency. No requirement imposed by the
State under the preceding provisions of this paragraph may be used
as a reason for any delay in making a determination of an individ-
ual's eligibility for family support supplements or in issuing a pay-
ment to or on behalf of any individual who is otherwise eligible for
such supplements.

(3) Participation by an individual in job search under this subsec-
tion, without participation in one or more other services or activities
offered under the program under this section, shall not be sufficient
to qualify as participation in the program for any of the purposes of
this section after it has continued for 8 weeks or longer without the
individual obtaining a job. In any such case (after 8 weeks of job
search without obtaining a job) the individual must engage in
training, education, or other activities designed to Improve his or
her prospects for employment; and the family support plan devel-
oped under subsection (f) shall so provide.

(1) SANCTIONS.-(1) If any mandatory participant in the program
under this section fails without good cause to comply with any re-
quirement imposed with respect to his or her participation in such
program

(A) the needs of such participant (whether or not section 407
applies) shall not be taken into account in making the detprmi-
nation with respect to his or her family under section 402(aX7),
and

(B) if 3uch participant is a member of a family which is eligi-
ble for Family support supplements by reason of section 407, and
his or her spouse is not participating in the program, the needs
of such spouse shall also not be taken into account in making
such determination.

The sanction described in subparagraph (A) (and the sanction de-
scribed in subparagraph (B) if applicable) shall continue until the
participant's failure to comply ceases; except that such sanction
shall continue for a minimum of 3 months if the failure to comply
is the participant's second or a subsequent such failure.

(2) No sanction shall be imposed under paragraph (1) until appro-
priate notice thereof has been provided to the participant involved,
and until conciliation efforts have been made to discuss and resolve
the participant's failure to comply and to determine whether or not
good cause for such failure existed. In any event, when a failure to
comply has continued for 3 months the State agency shall promptly



147

remind the participant in writing of his or her option to end the
sanction by terminating such failure.

(S) If a volunteer drops out of the program under this section after
having commenced participation in such program, he or she shall
thereafter be given no priority under subsection (d).

(m) REGULATIONS. Within 6 months after the date of the enact-
ment of this section, the Secretary shall issue proposed regulationsfor the purpose of implementing and carrying out the programunder this section, including regulations establishing uniform data
collection requirements, and within 9 months after such date the
Secretary shall publish final regulations for that purpose. Regula-
tions under this subsection shall be developed by the Secretary inconsultation with the responsible State agencies described in subsec-tion (b)(3).

(n) PERFORMANCE STANDARDS.(1) Within one year after the date
of the enactment of this section, the Secretary, in consultation with
the Congress, the Secretary of Labor, the States and localities, edu-
cators, and other interested persons, shall develop and publish per-formance standards for the program under this section. Such stand-ards shall at a minimum

(A) provide methods for measuring the degree to which States
are targeting their programs to those individuals within eachpriority group (as described in subsection (d)) who will have the
most difficulty finding employment;

(B) provide methods for determining whether States are pro-
viding intensive services under the program, tailored to the in-dividual needs of participants and fully calculated to produce
self-sufficiency;

(C) provide methods for measuring the degree to which States
are placing strong emphasis on participation by volunteers
among the priority groups described in subsection (d);

(D) measure the cost effectiveness of the employment portion
of the program and the welfare savings that result from theprogram;

(E) establish expectations for placement rates, including the
minimum rate at which participants within each priority group(as described in subsection (d)) are to be placed in jobs or com-
plete their education or both;

(F) take into account the extent to which the program results
in job retention by participants, case closures, educational im-
provements, and placement in jobs that provide health benefits;

(G) give appropriate recognition to the likelihood that unem-
ployment and other economic factors will influence the successof the employment program; and

(H) take into account such other factors as are deemed impor-
tan t.

The performance ctandards so developed and published shall be pe-
riodically reviewed by the Secretary and modified (in consultation
with the Congress) to the extent necessary to reflect the continuing
implementation of the program.

(2) The Secretary shall develop and transmit to the Congress, for
appropriate legislative action, a proposal for modifying the rate of
the Federal payments to States under section 40,1(04) so as to re-
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fleet the relative effectiveness of the various States in carrying out
the program under this section and achieving its purpose.

(o) CONTINUING EVALUATION.The Secretary shall provide for the
continuing evaluation of the programs established under this sec-
tion by the several States, including their effectiveness in achieving
the purpose of this section and their impact on other related pro-
grams. The Secretary shall also

(1) provide for the conduct of research on ways to increase the
effectiveness of such programs, including research on

(A) the effectiveness of giving priority to volunteers,
(B) appropriate strategies for assisting two parent fami-

lies,
(C) the wage rates of individuals placed in jobs as a

result of such programs,
(D) the approaches that are most effective in meeting the

needs of specific groups and types of participants (such as
teenage parents, older parents, and families including dis-
abled persons), and

(E) the effect of targeting on families which include chil-
dren below 6 years of age; and

(2) provide technical assistance to States, localities, schools,
and employers who may participate in the programs and who
request or require such assistance.

(p) UNIFORM REPORTING REQUIREMENTS.The Secretary shall es-
tablish uniform reporting requirements under which each State will
be required periodically to furnish such information and data as
the Secretary may need to ensure that the purposes and provisions of
this section are being effectively carried out, including at a mini-
rtum the average monthly number of families participating in the
program under this section, the types of such families, the amounts
expended under the program (as family support supplements al,d
otherwise) with respect to such families, and the length of time for
which such families are assisted. The information and data so fur-
nished shall be separately Qtafrel with respect to each of the services
and activities enumerated in subsection (h) and with respect to each
of the activities described in subsections (i), (j), and (k).

SPECIAL PROVISIONS FOR FAMILIES HEAD :I) BY MINOR PARENTS

SEC. 417. (a)(1) The State agency shall assign an individual case
manager to each family. receiving family support supplements under
the State's plan approved under section 402, which is headed by a
minor parent. The case manager so assigned shall be responsible for
assuring that the family receives ark; effectively uses all of the aid
and services which are available to it under the plan and under re-
lated laws and programs, and for supervising and monitoring the
provision and use of such aid and services. Each case manager as-
signed under this subsection shall maintain a caseload sufficiently
small to assure the provision of intensive services to and close super-
vision of the families to which he or she is assigned.

(2) If the family is participating in the program under section 416,
only one case manager shall be assigned to perform all case manage-
ment functions for the family.
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(141X/4) Each family headed by an unmarried minor parent shall
be required to live with a parent, legal guardian or other adult rel-
ative of such minor parent or in a foster home, maternity home, orother supportive living arrangemeni, except to the extent that the
State agency determines that it is impossible or inappropriate to do
so (as more particularly described in subparagraph (B)). The case
manager assigned to the family may in any event require that pay-
ments of family support supplements with respect to the family be
made when appropriate to a third party in the manner described in
section 408(b)(2) (which in such a case shall be without regard to
clauses (A) through (D) thereofi and if the minor parent is notliving under adult supervision, and an appropriate relative or other
representative payee cannot be found, the case manager may serve c
representative payee.

(B) The State agency may determine that it is impossible or inap-
propriate for a minor parent to live with a parent or legal guardianif

(1) the minor parent has no living parent or legal guardian
whose whereabouts are known;

(ii) the health or safety of the minor parent or the child
would be jeopardized if they lived with the parent or guardian,
or the living conditions of the parent or guardian are over-
crowded;

(iii) the parent or guardian refuses to allow the minor parent
and child to live in his or her home; or

(iv) the minor parent has lived apart from the parent or
guardian for at least a year prior to the birth of the child orprior to making application for supplements under the plan.

(2) In any case where the parent with who', the minor parent isliving is also eligible for family support supplements (by reason of
the presence in the household of one or more other children of such
parent), the State must provide (notwithstanding paragraph (38))that the minor parent and the minor parent's child or children con-
stitute a family unit separate from that of the minor parent's parent
and such other children.

(c) The a<< .v at its option require school attendance by the
minor parent of a part-tune. basis as a condition of such parent's
eligibility for aid under the State plat, or (2) require that the minor
parent participate in training ;n pare iting and family living skills,
including nutrition and health education, as a condition of such
eligibility (without regard to the cae of the child or children); but in
either case only if and to the extent that day care for the child or
children is guaranteed (and is guaranteed within the applicable
dollar limitations set forth ir, section 402(g) if the child or any of
the children is below 3 ver:,s of age).

«i) Oar nts expended by a State under this section in providing
case management services with respect to families headed by manor
parents shall be considered, for purposes of section 403(aX3XD). to be
expenditures for the proper and efficient administration of the Stateplan.

(e) For purposes of this section, the term "minor parent" means aparent who has not yet attained the age of 18.
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PART D--CHILD S'IPPORT AND ESTABLISHMENT OF PP TERNT'Y

DUTIES OF THE SECRETARY

SEC. 452. (a) The Secetary shall establish, within the Department
of Health and Human Services a separate organizational unit,
under the directiion of a designee of the Secretary, who shall
report directly to the Secretary and who shall

(1) * "

(10) not later than three months after the end of each fiscal
year, beginning with the year 1977, submit to the Congress a
lull and complex report oil all activities undertaken pursuant
to the previsions of tnis part, which report shall include, but
not be limited to, the following:

(A) "

(C) the following data, with the data required under each
clause being separately stated for cases where the ,thild is
receiving (aid to families with dependent children] aid in
the form of family suppori supplements (1r foster care
maintenance payments under part E), cases where the
child was formerly receiving such aid or payments and the
Stat., 3 continuing to collect support assig t KI to it under
sectiu., 402(026) or 471(aX17), and all oth,Ir cases under
this part:

(i) the total numl.,t of cases in wh:,th a support obli-
gation has been established in the fiscal year for
which the report is submitted, and the total amount of
such obligations;

(g) The standards required by subsection (a)(1) shall establish lim-
itations on ate period of time (after the determination of a
eligibility for aid under a State plan approved under section 402 or
the filing of an application for services under this part) within
which a State must (1) respond to requests for assistance in locating
absent parents or establishing paternity, and (2) begin proceedings to
establish c, enforce child support awards.

STATE PLAN FOR CHILD AND SPOUSAL SUPPORT

SEC. 454. A State plan for child and spousal support must
(1) *

(4) provide that such State will undertake
(A) in the case of child born out of wedlock with respect

to whom an assignment under section 402(aX26) of this
title is effective, to establish the paternity of such child,
unless the agency administering the plan of the State
under part A of this title determines in accordance with

jr
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ie standards prescribed by the Secretary pursuant to sec-
tion 402(aX26XB) that it is against the best interests of thechild to do so, and

(B) in the case of sny cnild with respect to whom such
assignment is effective, including an assignment with re-
spect to a child on whose behalf a Str.i, agency is making
foster care maintenance payments under part E, to securesupport for such child from his parent (or from any other
person legally liable for such support), and from suchparent for his spouse (or former spouse) receiving [aid tofamilies with dependent children] aid in the form of
family support supplements (but only if a support obliga-
tion ha., been established with respect to such spouse, andonly if the support obligation established with respect tothe child is being enforced under the plan), utilizing any
reciprocal arrangements adopted with other States (unless
the agency administering the plan of the State under partA on E of this title determir°s in accordance with the
standards prescribed by the Secretary pursuant to section
402(aX26XB) that it is against the best interests of the child
to do so), except that when such arrangements and other
means have proven ineffective, the State may utilize theFederal courts to obtain or enforce court orders for sup-
port;

(16) provide, at the option of the State, for the establishment,
in accoroance with an (initial and annually updated) advance
automatic data processing planning document 'pproved undersection 452(d), of a!! .:utomatic data processing and informaiion
retrieval system nesigned effectively and efficientiy t(, assistmanagement in the administration of the State plan, in theState and localities thereof, so as (A) to control, acco ant for,
and monitor (1) all the factors in the support er forcentent col-
lection and parternity determination process under such plan
(including, but not limited to. (I) identifiable correlation factors(such as social security numbers, names, dates of birth, home
F ddresses and mailing addresses (including postal ZIP codes) of
any individual with respect to whom support obligations eresought to be established or enforced and with respect to any.*rson to whom such support obligations are -Awing) to assuresufficient compatibility among the systems of different jurisdic-
tions to permit periodic screening to determine whether suchindividual is paying is obligated to pay support in morethan one jurisdiction, (II) checking of recrds of such individ-
uals on a periodic basis with Federal, intra- and inter-State,
and local agencies, (III) maintaining the data necessary to meet
the Federal reporting requirements on a timely basis, and (IV)
delinquency and enforcement activities), (ii) the collection and
distribution of support payments (both intra- and inter-State),
the determination, -ollection, and distribution of incentive pay.aents both inter- and intra-State, and the maintenance of ac-counts receivable on all amounts owed, collected and distribut-
ed, and (iii) the cost,- of all services rendered, either directly or

:
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by interfacing with State financial management and expendi-
ture information, (B) to provide interface with records of the
State's [aid to families with dependent children program]
Family Support Program in order to determine if a collection of
a support payment causes a change affecting eligibility for or
the amount of aid under such program, (C) to provide for secu-
rity against unau' horized access to, or use of, the data in such
system, (D) to faulitate the development and improvement of
the income withholding and other procedures required under
section 466(a) through the monitoring of support payments, the
maintenance of accurate records regarding the payment of sup-
port, and the prompt provision of notice to appropriate officials
with respect to any arrearages in support payments which may
occur, and (E) to provide management information on all cases
under the State plan from initial referral or application
through collection and enforcement;

.
* * * * * *

(22) in order for the State to be eligible to receive any incen-
tive payments under section 458, provide that, if one or more
political subdivisions of the State participate in the costs of
carrying out activities under the State plan during any period,
each such subdivision shall be entitled to receive an appropri-
ate share (as determined by the State) of any such incentive
payments made to the State for such period, taking into ac-
count the efficiency and effectiveness of the activities carried
out under the State plan by such political subdivision; [and]

(23) provide that the State will regularly and frequently pub-
licize, through public service announcements, the availaHity
of child support enforcement services under the plan and oth-
erwise, incltm:ing information as to any application fees for
such services and a telephone number or postal address at
which further information may be obtained[];

(24) provide that the State will observe and comply with the
time limits established under section 452(g); and

(25) provide that, if it does not already have in effect an auto-
matic data processing and information retrieval system meeting
all of the requirements of paragraph (16), the State

(A) will submit to the Secretary by October 1, 1989 (for
his review and approval no later than October 1, 1990) an
advance automatic data processing planning document of
the type referred to in that paragraph and

(B) will have in effect by October 1, 1992, an operational
automatic data processing and information retrieval system
meeting all the requirements of that paragraph

PAYMENTS TO STATES

SEC. 455. (a)(1) From the sums appropriate' therefor, the Secre-
tary shall pay to each State for each quarter [an amount

[(A) equal to the percent specified in paragraph (2) of the
total amounts expended by such State during such quarter for
the operation of the plan approved under section 454, and
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[(B) equal to 90 percent (rather than the percent specified in
subparagraph (A)) of so much of the sums expended during
such quarter as are attributable to the planning, design, devel-
opment, installation or enhancement of an automatic data
processing and information retrieval system (including in such
sums the full cost of the hardware components of such system)
which the Secretary finds meets the requirements specified in
section 454(16), or meets such requirements without regard to
clause (D) thereof;

except that] an amount equal to the 1,-rcent specified in paragraph
(2) of the totar amounts expended by such State during such quarter
for the operation of the plan approved under section 454; except that
no amount shall be paid to any State on account of amounts ex-
pended to carry out an agreement which it has entered into pursu-
ant to section 463. In determining the total amounts expended by
any State during a quarter, for purposes of this subsection, there
shall be excluded an amount equal to the total of any fees collected
or other income resulting from services provided under the plan
approved under this part.

(2) [The] (A) Except as provided in subparagraphs (B) and (C),
the percent applicable to quarters in a fiscal year for purposes of
paragraph (1)(A) is

[(A)] (t) 70 percent for fiscal years 1984, 1985, 1986, and
1987,

[(B)] (ii) 68 percent for fiscal years 1988 and 1989, and
[(C)] WO 66 percent for fiscal year 1990 and each fiscal

year thereafter.
(B) In the case of a State that is not fully in compliance with the

Child Support Enforcement Amendments of 1984, as determined by
the Secretary, at any time after the expiration of 6 months after the
date of the enactment of this subparagraph, the percent applicable
to any quarter for purposes of paragraph (1) is 66 percent.

(C) In the case of any State that has in effect a law (whether en-
acted before, on, or after the date of the enactment of this subpara-
graph) under which

(i) income withholding in accordance with section .;i66(b) is re-
quired in cases where an individual residing in the State owes
child support under a court order issued or modified in the
State on or after the date of the enactment of such (or
under an order of an administrative process established by a
law of the State and issued or modified on or after that date),
without the necessity of any application therefor or of any deter-
mination as to whether or not such individual in arrears,
and

(it) an exemption from the requirement described in clause (i)
is permitted in any case where (I) one of the parties demon-
strates, and the court (or administrative process) finds, that
there is good cause not to require immediate income withhold-
ing or (II) a written agreement is reached between both parties
which provides for an alternative arrangement,

H.Rept.100-159 0 87 - 6
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the percent applicable to any quarter for purposes of paragraph (1)
for any fiscal year (unless ubparagraph (B) of this paragraph ap-
plies) is 70 percent.

*

DISTRIBUTION OF PROCEEDS

SEC. 457. (a) '
(b) The amounts collected as support by a State pursuant to a

plan approved under this part during any fiscal year beginning
after September 30, 1976, shall (subject to subsection (d)) be distrib-
uted as follows:

(1) the first $50 of such amounts as are collected periodically
which represent monthly support payments (or such larger por-
tion of the amounts so collected as the State may have estab-
lished, for purposes of section .402(a)(8)(A)liv), under section
.402(10(1)), including a payment received in one month which
was due for a prior month if it was timely made when due by
the absent parent, shall be paid to the family without affecting
's eligibility for assistance or decreasing any amount other-

wise payable as assistance to such family during such month;
s s * s *

(d) Notwithstanding the preceding provisions of this section,
amounts collected by a State as child support for months in any
period on behalf of a child for whom a public agency is making
foster care maintenance payments under part E

(1) * * *

(3) shall be retained by the State, if any portion of the
amounts collected remains after making the payments re-
quired under paragraphs (1) and (2), to the extent that such
portion is necessary to reimburse the State (with appropriate
reimbursement to the Federal Government to the extent of its
participation in the financing) for any past foster care mainte-
nance payments (or payments of [aid to families with depend-
ent children] aid in the form of family support supplements)
which were made with respect to the child (and with respect to
which past collections have not previously been retained);

INCENTIVE PAYMENTS TO STATES

SEC. 458. (a) ` ` `
(b)(I) Except as provided in paragraph (2), (3), and (4), the incen-

tive payment shall be equal to
(A) 6 percent of the total amount of support collected under

the plan durii .g- the fiscal year in cases in which the support
obligation involved is assigned to the State pursuant to section
402(a)(26) or section 471(a)(17) (with such total amount for any
fiscal year being hereafter referred to in this section as the
State's "[AFDC] FSP collections" for the year), plus

(B) 6 percent of he total amount of support collected during
the fiscal year in all uthcr cases under this part (with such
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total amount for any fiscal year being hereafter referred to inthis section as the State's "[r, ,n-AFDC] non-FSP collections"for that year).
(2) If subsection (c) applies with respect to a State's [AFDC]

FSP collections or [non-AFDC] non-FSP collections for any fiscalyear, the percent specified in paragraph (1XA) or (B) (with respect
to such collections) shall be increased to the higher percent deter-
mined under such subsection (with respect to such collections) in
determining the State's incentive payment under this subsectionfor that year.

(3) The dollar amount of the portion of the State's incentive pay-ment for any fiscal year which is determined on the basis of its[non-AFDC] non-FSP collections under paragraph (1)(B) (after ad-justment under subsection (c) if applicable) shall in no caseexceed
(A) the dolla.. amount of the portion of such payment which

is determined on the basis of its [AFDC] FSP collections
under paragraph (IXA) (after adjustment under subsection c) if
applicable) in the case of fiscal year 1986 or 1987;

(B) 105 percent of such dollar amount in the case of fiscalyear 1988;
(C) 110 percent of such dollar amount in the case of fiscalyear 1989; or
(D) 115 percent of such dollar amount in the case of fiscal

year 1990 or any fiscal year thereafter.
(4) The Secretry shall make such additional payments to theState under this part, for fiscal year 1986 or 1987, as ma7, be neces-

sary to assure that the total amount of payments under this sec-
`ion and section 455(aXl)(A) for such fiscal year is no less than 80
percent of the amount tha-, would have been payable to that State
and its political subdivisions for such fiscal year under this section
and section 455(aX1)(A) if those sections (including the amendmentmade by section 5(c)(2)(A) of the Child Support Enforcement
Amendments of 1984) had remained in effect as they were in effect
for fiscal year 1985.

[(c)](1) If the total amount of a State's [AFDC] FSP collectionsor [non-AFDC] non-FSP collections for any fiscal year bears aratio to the total amount expended by the State in that year forthe operations of its plan approved under section 454 for which
payment may be made under section 455 (with the total amount soexpended in any fiscal year being hereafter referred to in this sec-tion as the State's "combined [AFDC/non-AFDC] FSP/non-FSPadministrative costs" for the year) which is equal to or greater
than 1.4, the relevant percent specified in subparagraph (A) or (B)
of subsection (b)(1) (with respect to such collections) shall be in-creased to

[(1) (A) 6.5 percent, plus
[(2)1(P) one-half of 1 percent for each full two-tenths by

which such ratio exceeds 1.4;
except that the percent so specified shall in no event be increased
(for either [AFDC] FSP collections or [non-AFDC] non-FSP col-lections) to more than 10 percent. For purposes of the preceding
sentence, laboratory costs incurred in determining paternity in anyfiscal year may at the option of Cie State be excluded from the
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State's combined [AFDC 'non-AFDC] T-P/non-FSP administra-
tive cost for that year.

(2) In determining the State's combined FSP/non-FSP administra-
tive costs for any fiscal year under this section, the State shall be
deemed to be collecting support in the amount of $100 a month, for
a period of up to 12 months, in every case in which paternity has
been established but actual collections have no' commenced or the
amount being actually collected is less than $100 a month.

(d) In computing incentive payments under this section, support
which is collected by one State at the request of another State shall
be treated as having been collected in full by each such State, and
any amounts expended by the State in carrying out a special project
assisted under section 455(e) shall be excluded.

REQUIREMENT OF STATUTORILY PRESCRIBED PROCEDURES TO IMPROVE
EFFECTIVENESS OF CHILD SUPPORT ENFORCEMENT

SEC. 466. (a) In order to satisfy section 454(20)Lt), each State
must have in effect laws requiring the use of the following proce-
dures, consistent with this section and with regulations of the Sec-
retary, to increase the effectiveness of the program which the State
administers under this part:

(1)

(5)(A) Procedures which permit the establishment of the pa-
ternity of any child at any time prior to such child's eigh-
teenth birthday.

(B) Procedures under which the State is required (except in
cases where the individual involved has been found under sec-
tion 402(aX26XB) to have good cause for refusing to cooperate)

(0 to establish the paternity of every child within the
State who is a member of a family receiving aid under the
State plan approved under section 402(a), as soon as possi-
ble after such child's birth but in any event prior to such
child's eighteenth birthday;

(ii) to require the child and all other parties, in a contest-
ed paternity case, to submit to genetic tests upon the request
of ary such party; and

OW to use a 95-percent probability index from blood tests
as a rebuttable presumption of paternity.

* * * * * * *

(10) Procedures (including expedited procedures of the type de-
scribed in paragraph (2)) requiring

(A) the uniform application of the guidelines established
under section 467, and

(B) the updating of child support orders at least once
every two years on the basis of the reapplication of the
State's child support guidelines to the current circum-
stances of the parties in accordance with the due process re-
quirements of the State, including at a minimum the p-Jvi-
sion to both parties of all information necessary to deter-
mine a new award level under the guidelines and notice
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and opportunity for a hearing if desired by either party (but
nothing in this paragraph or in such procedures shall re-
quire the lowering of any support award fixed by contract
between the parties).

* * * *

STATE G uIDELINES FOR CHILD SUPPORT AWARDS

SEC. 467. (a) Each State, as a condition for having its State plan
approved under this part, must establish [guidelines for child sup-
port award amounts within the State. The guidelines may be estab-
lished by law or by judicial or administrative action.] guidelines
for child support award amounts within the State, along with pro-
cedures for the periodic review and updating of all child support
orders in accordance with the procedures described in section
466(a)(10). The guidelines may be established by law or by judicial
or administrative action, and must be reviewed and updated if nec-
essary ct least once every three years.

(b)(/) The guidelines established pursuant to subsection (a) shall
be made available to all judges and other officials who have the
power to determine child support awards within such State[, but
need not be binding upon such judges or other officials].

(2) There shall be a rebuttable presumption, in any judicial or ad-
ministrative proceeding for the award of :Add support, that the
amount of the award which would result from the application of
such guidelines is the correct amount of child support to be award-
ed. A written finding or specific finding on the record that the ap-
plication of the guidelines would be unjust or inappropriate in a
particular case shall be sufficient to rebut the presumption in that
case.

STATE PLAN FOR FOSTER CARE AND ADOPTION ASSISTANCE

SE:: 471. (a) In order for a State to be eligible for paymentsunder this part, it shall have a plan approved by the Secretarywhich
(1) * * *

* * *

(8) provides safeguards which restrict the use of or disclosure of
information concerning individuals assisted under the State plan to
purposes directly connected with (A) the administration of the plan
of the State approved under this part, the plan or program of the
State under part [A, B, C, or D] A, B, or D of this title or under
title I, V, X, XIV, XVI (as in c feet in Puerto Rico, Guam, and the
Virgin Islands), XIX, or XX, or the supplemental security income
program established by title XVI, (B) any investigation, prosecu-
tion, or criminal or civil proceeding conducted in connection with
the administration of any such plan or program, (C) the adminis-
tration of any other Federal or federally assisted program which
provides assistance, in cosh or in kind, or services, directly to indi-
viduals on the basis of need, and (D) any audit or similar activity
conducted in connection with the administration of any such plan
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or program by any governmental agency which is authorized by
law to conduct such audit or activity; and the safeguards so provid-
es shall prohibit disclosure, to any committee or legislative body
(other than an agency referred to in clause (D) with respect to an
activity referred to in such clause), of any information which idt,n-
tifies by name or address any such applicant or recipient; except
that nothing contained herein shall preclude a State from provid-
ing standards which restrict disclosures to purposes more limited
than those spe^,ified herein, or which, in the case of adoptions, pre-
vent disclosure entirely;

*

FOSTER CARE MAINTENANCE PAYMENTS PROGRAM

SEC. 472. (a) * * *

*
*

(h) For purposes of titles XIX and XX, any child with respect to
whom foster care maintenance payments are made under this sec-
tion shall be deemed to be a dependent child as defined in section
406 and shall be deemed to be a recipient of [aid to families with
dependent ciaidren] aid in the form of family support supplements
under part A of this title.

ADOPTION ASSISTANCE PROGRAM

SEC. 473. (aXl)(A) '
(b) For purposes of titles XIX and XX, any child

(1XA) who is a child described in subsection (a)(2), and
(B) with respect to whom an adoption assistance agreement

is in effect under this section (whether or not adoption assist-
ance payments are provided under the agreement or are being
made under this section), including any such child who has
been placed for adoption in accordance will applicable State
and local law (whether or not an interlocutory or other judicial
decree of adoption has been issued), or

(2) with respect to whom foster care maintenance payments
are being made under seciton 472,

shall be deemed to be a dependent child as defined in section 406
and shall be deemed to be a recipient of [aid to families with de-
pendent children] aid in the form of family support supplements
under part A of this title in the State where such child resides.

TITLE XIGENERAL PROVISIONS AND PEER REVIEW
*

PART AGENERAL PROVISIONS

DEFINITIONS

SEC. 1101. (a) When used in this Act
(1) The term "State", except where otherwise provided, in-

cludes the District of Columbia and the Commonwealth of
Puerto Rico, and when used in titles IV, V, VII, XI, and XIX

A )
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includes the Virgin Islands and Guam. Such term when used inpart A of title IV also includes American Samoa. Such term
when used in titles III, IX, and XII also includes the Virgin Is-
lands. Such term when used in title V and in part B of this
title also includes American Samoa, the Northern Mariana Is-
lands, and the Trust Territory of the Pacific Islands. Such term
when used in title XIX also includes the Northern Mariana Is-
lands and American Samoa. In the case of Puerto Rico, the
Virgin Islands, and Guam, titles I, X, and XIV, and title XVI
(as in effect without regard to the amendment made by section301 of the Social Security Amendments of 1972) shall continue
to apply, and the term "State" when used in such titles (but
not in title XVI as in effect pursuant to such amendment after
December 31, 1973) includes Puerto Rico, the Virgin Islands,
and Guam. Such term when used in title XX also includes the
Virgin Islands, Guam, and the Northern Mariana Islands

LIMITATION ON PAYMENTS TO PUERTO RICO, THE VIRGIN ISLANDS, AND
GUAM

SEC. 1108 (a) The total amount certified by the Seci etary ofHealth and Human Services under titles I, X, XIv, and XVI, and
under parts A and E of title IV (exclusive of any amounts on ac-count of services and items to which subsection (b) applies)

(1) for payment to Puerto Rico shall not exceed
(A) $1',5u0,C00 with respect to the fiscal year 1968,
(B) $' 5,000,000 with respect to the fiscal year 1969,
(C) $18,000,000 with respect to the fiscal year 1970,
(D) $21,000,000 with respect to the fiscal year 1971,
(E) $24,000,000 with respect to each of the fiscal years

1972 through 1978, [or]
[(F) $72,000,000 with respect to the fiscal year 1979 and

each fiscal year thereafter;]
(F) $72,000,000 with respect to each of the fiscal years

1979 through 1987, or
(G) $81,270,000 with respect to the fiscal year 1988 and

each fiscal year thereafter;
(2) for payment to the Virgin Islands shall not exceed

(A) $425,000 with respect to the fiscal year 1968,
(B) $500,000 with respect to the fiscal year 1969,
(C) $600,000 with respect to the fiscal year 1970,
(D) $700,000 with respect to the fiscal year 1971,
(E) $800,000 with respect to each of the fisr31 years 1972

through 1978, [or] [(F) $2,400,000 with respect to the
fiscal vegr 19'13 and each fiscal year thereafter;]

(F1 $2,4 00,000 with respect to each of the fiscal years 1979
through 1987, or

(G) $2,709,000 with respect to the fiscal year 1988 and
each fiscal year thereafter;,

(3) for payment to Guam shall not exceed
(A) $575,000 with respect to the fiscal year 1968,
(B) $690,000 with respect to the fiscal year 1971,
(C) $825,000 with respect to the fiscal year 1970,
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(D) $960,000 with respect to the fiscal year 1971,
(E) $1,100,000 with respect to each of the fiscal years

1972 through 1978, [or]
[(F) $3,000,000 wl1h respect to the fiscal year 1979 and

each fiscal year ',hereafter.]
(1%) $3,000,600 with resprt to each of the fiscal years 1979

through 1987, or
(GI $3,725,000 with respect to the fiscal year 1988 and

each fiscal year threafter;
(4) for payment to Amman Samoa shall not exceed $1,000,000

with rest ect to any fiscal year.
Each jurisdiction specified in this subsection may use in its pro-
gram under title XX any sums available to it under this subsection
which arc not needed to carry out the programs specified in this
subsection

(13) The total amount certified by the Secretary under part A of
title IV, on ai-count of family planning services and services pro-
vided under section r402(a)(19):11 416 with respect to any fiscal
year

(1) for payment to Puerto Rico shall not exceed $2,000,000,
(2) for payment to the Virgin Islands shall nct exceed

$65,000, and
(C) fcr payment to Guam shall aot exceee $90,000.

DEMONSTRATION PnOJECTS

SEC 1115. (a);/) In the case of any experimental, pilot, or demon-
stration project which, in the judgavent of the Secretary, is likely to
assist in pi omoting the objectives of title I, X, XIV, XVi, or XIX, or
part A or D of title IV, in a State or States

[(1) the Secretary] (A) the Secetwy may waive compliance
with any of the requirements cf. section 2, 402, 454, 1002, 1402,
1602, or 1902, as the case may be, 'to the extent and for the
period he finds necessary to enable such State or States to
carry out such project, and

[(2) costs] (B) costs of such project which would not other-
wise be included as expenditures ander section 3, 403, 455,
1003, 1403, 1603, or 1903, as the case may be, and which are
not included as part of the costs of projects under section 1110,
shall, to the extent and for the period prescribed by the Secre-
tary, be regarded as expenditures under the State plan or
plans approved under such title, or for administration of such
State plan or plans, as may be appropriate.

In addition, not to exceed $4,000,000 of the aggregate amount ap-
propriated for payments to States under such titles for any fiscal
year beginning after June 30, 1967, shall be available, under such
terms and conditions as the Secretary may establish, for payments
to States to cover se much of the cost of such projects as is not cov-
ered by payments under such titles and is not included as part of
the cost of projects for purposes of section 1110.

[(c)] (2) In the case of any experimental, pilot, or demonstration
project undertaken under [subsection (a)] paragraph (1) to assist
in promoting the objectives of part D of title IV, the project
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[U)] (A) must be designed to improve the financial well-
being of children or otherwise improve the operation of the
child support vogram;

[(2)] (B) may not permit modifications in the child support
program which would have the effect of disadvantaging chi!
dren in need of support; and

[(3)] (C) must not result in increased cost to the Federal
Government under the program of aid to families with depend-
ent children.

[(b)(1) In order to permit the Stes to achieve more efficient
and effective use of funds for public assistance, to reduce dependen-
cy, and to improve the living condiLlons and increase the incomes
of individuals who are recipients of public assistance, any State
having an approved plan under part A of title IV may, subject to
the provisions of this subsection, establish and conduct not more
than three demonstration projects. In establishing and conducting
any such project the State shall

[(A) provide that not more than one such project be conduct-
ed on a statewide basis;

[(P. provide that in making arrangements for public service
employment

[(i) appropriate standards for the health, safety, and
other conditions applicable to the performance of work
and training on such project are established and will be
maintained,

[(ii) such project will not result in the displacement of
employed workers,

[(iii) each participant in such project shall be compen-
sated for work performed by him at an hourly rate equal
to the prevailing hourly wage for similar work in the local-
ity where the participant performs such work (and, for
purposes of this clause, benefits payable under the State's
plan approved under part A of title IV of the family of
whi(.1 such participant is a member shall be regarded as
compensation for work performed by such participant),

[(iv) with respect to such project the conditions of work,
training, education, an employment are reasonable in the
light of such factors as the type of work, geographical
region, and proficiency of the participant, and

[(v) appropriate workmen's compensation protection is
provided to all participants; and

[(C) provide that participation in such project by any indi-
vidual receiving aid to families with dependent children be vol-
untary.

[(2) Any State which establishes and conducts demonstration
projects under this subsection may, subject to paragraph (3), with
respect to any such project

E(A) waive, subject to paragraph (3), any or all of the re-
quirements of sections 402(a)(1) (relating to statewide oper-
ation), 402(a)(3) (relating to administration by a single State
agency), 402(a)(8) (relating to disregard of earned income),
except that no such waiver of 402(2)(8) shall operate to waive
any amount in excess of one-half of the earned income of any
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individual, and 402(aX19) (relating to the work incentive pro-
gram);

E(B) subject to paragraph (4), use to cover the costs of the
project such funds as are appropriated for payment to such
State with respect to the assistance which is or would, except
for participation in a project under this subsection, be payable
to individuals participating in such projects under part A of
title IV for any fiscal year in which such projects are conduct-
ed; and

[(C) use such funds as are appropriated for payments to
States under the State and Local Fiscal Assistance Act of 1972
for any fiscal year in which the project is conducted to cover so
much of the costs of salaries for individuals participating in
public service employment as is not covered through the use of
funds made available under subparagraph (B).

[(3XA) Any State which wishes to establish and conduct demon-
stration projects under the provisions of this subsection shall
submit an application to the Secretary in such form and containing
such information as the Secretary may require. Whenever any
State submits such an application to the Secretary, it shall at the
same time issue public notice of that fact together with a general
descripton of the project witii respect to which the application is
submitted, and shall invite com,nent thereon from interested par-
ties and comments thereon may be submitted, within the 30-day
period beginning with the date the application is submitted to the
Secretary, to the State or the Secretary by such parties. The State
shall also make copies of the application available for public in-
spection. The Secretary shall also immediately publish a summary
of the proposed project, make copies of the application available for
public inspection, and receive and consider comments submitted
with respect to the application. A State shall be authorized to pro-
ceed with a project submitted under this subsection

[(i) when such application has been approved by the Secre-
tary (which shall be no earlier than 30 days following the date
the application is submitted to him), or

[(ii) 60 days after the date on which such application is sub-
mitted to the Secretary unless, during such 60 day period, he
denies the application.

[(B) Notwithstanding the provisions of paragraph (2)(A), the Sec-
retary may review any waiver made by a State under such para-
graph. Upon a finding that any such waiver is inconsistent with
the purposes of this subsection and the purposes of part A of title
IV, the Secretary may disapprove such waiver. The project with re-
spect to which any such disapproved waiver was made shall be ter-
minated by such State not later than the last day of the month fol-
lowing the month in which such waiver was disapproved.

[(4) Any amount payable to a State under section 403(a) on
behalf of an individual participating in a project under this section
shall not be ircre9ged by reason of the participation of such indi-
vidual iii any demonstration project conducted under this subsec-
tion over the amount which would be payable if such individual
were receiving aid to Families with dependent children and not par-
ticipating in such project.
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[(5) Participation in a project established under this section
shall not be considered to constitute employment for purposes ofany finding with respect to "unemployment" as that term is usedin section 407.

[(6) Any demonstration project established and conducted pursu-ant to the provisions of this subsection shall be conducted for notlonger than two years. All demonstration projects established and
conducted pursuant to the provisions of this subsection shall be ter-minated not later than September 30, 19803

(b)(1) In order to encourage States to develop innovative education
and training programs for children receiving aid under State plans
approved under section 402, any State may establish and conduct
one or more demonstration projects, targeted to such children, de-signed to test financial incentives and interdisciplinary approachesto reducing school dropouts, encouraging skill development, and
avoiding welfare dependence; and the Secretary may make grants toStates to assist in financing such projects. Demonstration projects
under this paragraph shall meet such conditions and requirements
as the Secretary shall prescribe, and no such project shall be con-
ducted for a period of less than one yen* or more than 5 years.

(2)(A) In order to test the effect of in-home early childhood devel-
opment programs and pre-school center-based development programs(emphasizing the use of volunteers and including academic creditfor student volunteers) on families receiving aid under State plans
approved under section 402 and participating in the education,training, and work program under section 416, up to 10 States mayundertake and carry out demonstration projects utilizing such de-velopment programs to enhance the cognitive skills and linguisticability of children under the age of 5, to improve the communica-
tions skills of such children, and to develop their ability to read,write, and speak the English language effectively. Demonstrationprojects under this paragraph shall meet such conditions and re-quirements as the Secretary shall prescribe, and no such project
shall be conducted for a period of more than 3 years.

(B) The Secretary shall consider all applications received fromStates desiring to conduct demonstration projects under this para-graph, shall approve up to 10 applications involving projects which
appear likely to contribute significantly to the achievement of thepurpose of this paragraph, and shall make grants to the States
whose applications are approved to assist them in carrying out such
projects.

(C) The Secretary shall submit to the Congress with respect toeach project undertaken by a State under this paragraph, after such
project has been carried out for one year and again when such
project is completed, a detailed evaluation of the project and of its
contribution to the achievement of the purpose of this paragraph.

(3)(A) In order to permit States to test whether (and the extent to
which) eliminating the 100-hour rule under section 407, and requir-
ing parents under that section to accept any reasonable job offers
while preserving the eligibility of their families for aid under the
applicable State plan approved under section 402, would effectively
encourage such parents to enter the permanent work force and there-
by significantly reduce program costs, up to 5 States and localities
may undertake and carry out demonstration projects under which
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(i) each parent receiving aid pursuant to section 407 is re-
quired to accept any reasonable full- or part-time job which is
offered to him or her, without regard to the amount of the par-
ent's resulting earnings as compared to the level of the family's
aid under the applicable State plan, and

(ii) the family's eligibility under the plan 's preserved not-
withstanding tie parent's resulting earnings, so long as such
'arnin&, (after the application of section 402( )(8)) do not exceed
the applicable State standard of need, without regard to the
100-hour rule or any other durational standard that might be
applied in defining unemployment for purposes of determining
such eligibility

(B) The Secretary shall consider all applications received from
States desiring to conduct demonstration projects under this para-
graph, shall approve up to 5 applications involving projects which
appear likely to contribute significantly to the achievement of the
purpose of this paragraph, and shall make grants to the States
whose applications are approved to assist them in carrying out such
projects.

(C; Each demonstration project approved under this paragraph
shall provide for ti!n payment of aid under the applicable State
plan as though section 407 had been modified to refloct the provi-
sions of clauses (i) and (ii; of subparagrar (A) but shall otherwise
be carried out in accordance with all of e requirements and condi-
tions of section 407 (and any .-elated requirements and conditions
under part A of title IV) -nd each such project shall meet such
ether requirements and conditions as the Secretary shall prescribe.

(4XA) In order to encourage States to employ or arrange for the
employment of parents (of oendent children receiving a...1 under
State plans approved under section 402(a)) as providers of day care
for other children receiving such aid, including any training which
may be necessary to prepare the parents for such employment, up to
5 States nay undertake and carry out demonstration projects de-
signed test whether such employment will effectitiely facilitate
the conduct of the education, training, and work progra-n under sec-
tion 41e by making additional day care services avaita hie to meet
the requirements of section 402(g)(1) while affording significant
numbers of families receiving such aid a realistic opportunity to
avoid welfare dependence.

(B) The Secretary shall consider all applications received from
States desiring to conduct demonstration projects under this para-
graph, shall approve up to 5 applications involving projects which
appear likely to contribute significantly to the achievement of the
purpose of this paragraph, and shall make grants to those States
whose applications are approved to assist them in carrying out such
projects. Each project under this paragraph shall meet such condi-
tions and requirements as the Secretary shall prescribe.

(5)(A) In order to test the effect of increasing the maximum ex-
cludable value of automobiles under State plans approved under
section 402, up to 5 States may undertake and tarry out dem' -stra-
tion projects under which the resources of any individual are deter-
mined as though the amount prescribed by the Secre, ry under sec-
tion 402(a)(7)(B) with respect to such individual's excl_ dable owner-
ship interest in an automobile were the same as the amount that
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would be excluded or disregarded in similar ircumstar,xs under
the Food Stamp Act of 1977 (and such section ,32(a)(/)(B) shall be
deemed to have been modified accordingly for purposes of any such
project). Demonstration projects under this paragraph shall meet
such conditions and requirements as the Secretary shall prescribe.
and no such project shall be conducted for a period of more than 5
years.

(B) The Secretary shall consider all applications received from
States desiring to conduct demonstration projects under this para-graph, shall approve up to 5 applications involving projects which
appear likely to contribute significantly to the achievement of thepurpose of this paragraph, and shall make grants to the States
whose applications are approved to assist them in carrying out such
projccts. Both urban and rural States must be included among the
States whose applications are approved.

(6XA) In order to encourage States to identify the problems arising
in connection with visitation by absent parents and to address prob-
lems involving child custody, to determine the magnitude of such
problems, and to test possible solutions thereto (including but not
limited to the creation of special staffs of mediators to deal with
disputes involving court-ordoed child access privileges or custody),
any State may establish and conduct one or more demonstration
projects in accordance with such terms, conditions, and require-
ments as the Secretary shall prescribe (except that no such project
may include the withholding of child support payments pending vis-
itation). No such project shall be conducted for a period of more
than 3 years.

(B) The Secretary may make grants to any State, in amounts nut
exceeding $5,000,000 per year, to assist in financing the project or
projects established by such State under this paragraph.

(7) In order to permit States to test methods of improving child
support enforcement in cases where the noncustodial parent is fi-
nancially unable to meet his support obligations, any State may un-
dertake and carry out a demonstration project under which absent
parents who owe child support, but whose income is insufficient to
pay such support, are encouraged by all possible means 'o partici-
pate in the State's education, training, and work program estab-
lished under section 416, in an appropriate State program under the
Job Training Partnership Act, or in a similar program. Demonstra-
tion projects under this paragraph shall be established and carried
out in accordance w!rh such conditions and requirements as the Sec-
retary shall prescribe; and the Secretary shall make grants to the
States conducting su'h projects to assist in their financing.

(8)(A) Any demonstration project undertaken pursuant to this sub-section
(i) must be designed to improve the f nancial well-being of

families with children or otherwise improve the operation of the
progrnm or programs1,7,,ohed; and

(ii) may not permit modifications in any program which
would have the effect of disadvantaging children in need.

(B) There are authorized t 'e appropriated such sums as may he
necessary to enable the (;ecrt 7 to make grants with respect to the
demonstration projeci's -h are provided r under any of the pre-
ceding paragraphs of t. bsection (and

fir
which an authoriz-
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turn in specific dollar c mounts is not included in the paragraph in-

I) In order to ensure that States which Incur particularly high
I providing emergency assistance for temporary hot sirg to

celess FSP families may have an adequate opportunity to test
aihether such costs could be effectively reduced by the construction

rehabi.tation (with the asststan lf Federal grants) of perma-
nent housing that such families afford with their regular
family support supplements, there _ereby established a demon-
stration program under which the ,ecretary shall make grants to
those States, selected in accordance with paragraph (2), which con-
duct demonstration projects in accordance with this subsection.

(2XA) Any State which desires to participate in the demonstration
program established by paragraph (1) may submit an application
therefo- to the Secretary.

(B) To be eligible for selection to conduct a demonstration project
under such program, a State

(i) ?nust be currently providing emergency ass:stance (as de-
fined in paragraph (6)(k) in the form of housing, including
transitional housing;

(ii) mast have a particularly acute need for assistance in deal-
ir g with he problems of homeless FSP families by virtue of the
large number of such families, and the existence of shortages in
the supply of low-Income housing, in the political subdivision or
subdivisions where such project would be conducted; and

(111) must submit a plan to achieve syl.ufwant cost savings
over a "0-year period through the conduct of such project with
assistance uncle- this subsection.

(C) The Secretary shall select up to d States, from among those
which submit applications under subparagraph (A) and are deter-
mined to be eligible under subparagraph (B), to conduct demonstra-
tion projects in accordance with this subsection. In the? event that
more than 3 States are deter;nined to be eligible, the 3 States select-
ed shall be those whose cost savings (as described in clause (!II) of
subparagraph (B)) will be the greatest.

(D) Grants for each demonstration project under this subsection
shall be awarded within 6 months after the date of the appropria-
tion of funds (pursuant to paragraph (8)) for the purposes prescribed
in this subsection.

(d) For each year during which a State is conducting a demonstra-
tion project under this subsection, the Secretary shall make a grant
to such State, in an amount ciaerru:-red under paragraph ,8)(B,). for
the construction or rehabilact:on of permanent housing to serve in-
dividuals and families who 'vould otherwise require emergency as-
s:stance in the form of temporary housing.

(.4) A grant may be mad to a State under paragraph (2) only if
such State (alone with or as a part of its application) furnishes the
Secretary with satisfactory assurances that

(A) the proceeds of the grant will be used exclusively for the
con, uction or rehabilitation of permanent housing to be
owned by the State, a political subdivision of the State. an
agency or instrumentality o, .,he State or of a political subdivi-
sion of the State, or a nonprofit organization,.
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(B) all _trills assisted with funds from the proceeds of the
grant will be used exclusively for rental to families which

(i) are eligible, at the time of the rental, for aid under the
State's plan approved under section 402 (and a family with
one or more members who meet this reqiurement shall not
be deemed ineligible because one or more other membe-s re-
ceive benefits under title XVI),

(ii) have been unable to obtain decent housing at rents
that can be paid with the portion of such aid ailocated for
shelter, and

(iii) if such housing were not available to them, would be
compelled to live in a shelter for the homeless or in a hotel
or motel, or other temporary accommodations, paid for with
emerge-Ty assistance, or would be homeless;

(C) the local jurisdiction in which such housing will be locat-
ed is experiencing a critical shortage of housing units that ai
available to families eligible for aid under the State plan at
rents that can be paid with the portion of such aid allocated forshelter; and

(D) whenever units assisted with grants under the r
become available for occupancy, the State will discontimi4( the
use of an equivalent number of units of the most costly accom-
modations it has been using -7..s temporary housing paid for with
emergency assistance, except to the extent that such accommoda-
tions are demonstrably needed

(i) in addition to the units so assisted, to take account of
increases in the caseload under the emergency assistance
program, or

(ii) because, due to the condition or location of such ac-
commodations, or other factors, discontinuing the use of
such units would not be in the est interests of needy fami-
lies, provided that the State discontinues the use of an
equivalent number of other units it has been using as tem-
porary housing paid for with emergency assistance;

and only if the State, along with or as a part of its application, in-
cludes such documentary and other materials as may be necessary
to establish its eligibility under paragraph (2)(B) and such provi-
sions as may be necessary to carry out the requirements of subpara-
graph (D) of this paragraph.

(5)(A) The average cost to the Federal Gocornment per unit of
housing constructed or rehabilitated with a grant under a project
under this subsection shall be an amount no greater than the calcu-
lated yearly payment of emergency assistance that would be required
to provide housing for a family in a shelter for the homeless, a hotel
or motel, or whet temporary quarters far one year, in the jurisdic-
tion or jurisdictions where the project is located.

(B) The total of Federal payments to a Slate under part A of title
IV over the 10-year period beginning at the tune construction or re-
habilitation commences under the State's project under this subsec-
tion, with respect to the families who will live in housing assisted
by a grant under such project (the `totel grant cost' as more particu-
larly defined in paragraph (6)(C)), must be lower as a result of the
construction or rehabilitation of permanent housing with the grant
than it would be if the State made emergency assistance payments
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with respect to the families involved at the level of the standard
yearly payment (as defined in paragraph (6')(B)) during such 10-year
period.

(C) Any grant to a State under paragraph (1) shall be made only
or condition (i) that such State pay a percentage of the total cost of
the construction or rehabilitation of the housing involved equal at
least to the percentage of the current non Federal share of family
support supplements under the State's plan approved under section
02 (as determined under section 403(a) or 1118), increased by 10
percentage points, and (ii) that such State not require any of its po-
litical subdivisions to pay a higher percentage of the total costs of
the construction or rehabilitation of such housing than it would pay
with respect to family support supp!ements pursuant to such State
plan.

(6) For purpwes of this subsection
(A) the term "emergency assistance" maim emergency assist-

ance to needy families with children as described 'n section
40d(e), and regular payments for the costs of temporary housing
authorized as a special needs item under the State plan,

(B) the term "standard yearly payment", with respect to emer-
gency assistance used to provide housing for a family in a shel-
ter for the homeless, a hotel 07 motel, or other temporary quar-
ters during any year in any Jurisdiction, means an amount
equal to the total amount of such assistance which was needed
to provide all housing in temporary accommodations in that Ju-
risdiction (with emergency assistance), in the most recently com-
pleted calendar year, at the ,'.5th percentile in the range of all
payments of emergency assistance for temporary accommoda-
tions, based on the State's actaal experience with emergency as-
sistance in such Jurisdiction; and

(C) the term "total grant cost', with respect 'o housing con-
structed or -ehobilaated under a demonstration project under
this subsection, means the sum of (ii the Federal s,'iare of pay-
ments attributable to such housing during the 10-year period be-
ginning on the date on which it:, construction or rehabilitation
begins (including the grant provided under this subsection),
the Federal share of payments of emergency assistance for tem-
porary housing- to the families invoked during such construc-
tion or rehabilitation tat a level equal to the standard yearly
payment), and (iii) the Federal share of regular payn-ents of aid
under the State plan to such families during the remainder of
such 10-year perod

17) Whenever a g; ant is made to a State under this sal-section. the
ussuran,:es required of the State under subparagraphs iA) ti, rough
(I)t of paragraph 41 and any whet requireme,tts imposed by the Sec-
retary as a c'ilulition of such grant shall be console, 'd, lig- purposes
of section 404. as requirements imposed by or in the administration
of the State's plan approved under section 40'.

(8)(A) There is authorized to be appropriated fin- grants under this
subsection the sum of $15,000.000 for each of the lust 5 fiscal years
beginning on or after October 1, 11)87

(B)0) The amount appmpriated for any fiscal year pursuant
subparagraph s,5all be dirld,(1 among the )tates conducting
demonstration projects under this Nubsection according to their re-
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spective need for assistance of the type involved and their respective
numbers of homeless FSP families, as determined by the Secretary.

(ii) If any State to which a grant is made under this subpara-
graph finds that it does not requn the full amount of such grant to
conduct its demonstration project under this subsection in the fiscal
year involved, the unused portion of such grant shall be reallocated
to the other States conducting such projects in amounts based on
their respective need for assistance of the type involved, as deter-
mined by the Secretary.

(iii) Amounts appropriated pursuant to subparagraph (A), and
grants made from such antohnts, shall remain a"oilable until ex-
pended.

(b) The S-Trefary shall prescribe and pu;)lish regulations to imple-
ment the provistons of this subsection no biter than 6 montha after
the date of as enactment

ALTERNATIVE FEDERAL PAYM2NT WITH RESPECT TO PUBLIC ASSISTANCE
'EXPENDITURES

SEC. 1118. In the :ase of any State which has in effect a plan ap-
proved under title XIX for any calendar quarter, the total of the
payments to which such State is entitled for such ,,uarter, and for
each succeeding quarter in the same fiscal year (which for purposes
of this section means the 4 calendar quarters ending with Seatem-
ber 30)), under paragraphs (1) and (2) of sections 3(a), -I-03(a),
1003(a), 1463(a), and 1603(a) shall, at the optlon of the State, be de-
termined (subject to section 40,1(1-0 by application of the Federal
medical assistance percentage defined in section 1905), instead
of the percentages provided under each such section. to the expend-
itures under its State plans approved under titles I, X, XIV, and
XVI, and part A of title IV, which would he included in determin-
ing the amounts of the Federal payments to which such State is
entitled under such sections, but without regard to any maximum
on the dollar amounts pet remient which may be counted under
such sections For purposes of the preceding sentence, the term
"Federal medical assistance percentage- shall in the case of
Puerto Rico, the Virgin Islands. and Guar), mean 75 per ceaturn

TITLE XIX -GRAN'F, TO STATES FOR MEDICAL ASSISTANCE
PROGRAMS

NAV-, } 0i; N1FDICA I .1,7siti'T'ANCI,

SEc 1902 (a) A State plan for medical assi:-Alince mustI

(10) provide
A) for making medical assistance available, including at

least the care Ltnd services listed in pa raga aphs (1) through
(5) and )17) of section 19051ai, to----
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(i) all individuals
(I) who are receiving aid or assistance under

any plan of State approved under title I, X, XIV,
or XVI, or part A or part E of title IV (including
individuals eligible under this title by reason of
section 402(a)(37), 406(h), cr 473(b), or considered
by the State to be receiving such aid as authorized
under [section 414(g)),] section 416(1)(6)),

TITLE XXBLOCK GRANTS TO STATES FOR SOCIAL
SERVICES

REPORTS AND AUDITS

SEC. 2006. (a) Each State shall prepare reports its activities
carried out with funds made available (or trans erred for use)
under this title. [Reports shall be in such form, con ,a;n such infor-
mation, and be of such frequency but not less often than every two
years)] Reports shall be prepared annually, covering the most re-
cently completed fiscal year, and shall be in such form and contain
such information (Including but not limited to the information spec-
ified in subsection (c)) as the State finds necessary to provide an ac-
curate description of such activities, to secure a complete record of
the purposes for which funds were spent, and to determine the
extent to which funds were spent in a manner consistent with the
reports required by section 2004. The State shall make copies of the
reports required by this section available for public inspection
within the State and shall transmit a copy to the Secretary. Copies
shall also be provided, upon request, to any interested public
agency, and each such agency may provide its views on these re-
ports to the Congress.

(c) Each report prepared and transmitted by a State under subsec-
tion (a) shall set forth (with respect to the fiscal rear covered by the
report)

(1) the rumber of individuals who 'we': ed services paid for
in whole or in part with funds made available under this tale,
showing separately the number of children v- the number of
adult; who reelved such services, and broken dour in each
case to reflect the types of services and circumstances involved,

(i) the amount actually spent in providing each such type of
service, showing separately for each type service the amount
spent per child recipient and the amount I per adult recipi-
ent:

(3) the criteria applied in determining eligibility for services
(such as income eligibility guidelines, sliding fee scales, the
effect of public assistance benefits, and ary requirements for en-
rollment in school or training programs): and

(4) the methods by which services were provided, showing sep-
arately the services provided by public agencies and those pro-



171

vided by private agencies, and broken down in each case to re-
flect the types of services and circumstances involved.

The Secretary shall establish uniform definitions of services for use
by the States in preparing the information required by this subsec-
tion.

Eci(d) For other provisions requiring States to r -7,ount for Fed-
eral grants, see section 6503 of title 31, United States Codes



VI. ADDITIONAL VIEWS OF HON. FORTNEY H. (PETE) STARK

The Committee's bill provides an increase in the AFDC cap for
Puerto Rico, Guam, the Virgin Islands, and an extension of AFDC
to American Samoa. Further, it calls for c. .tady of the reasons for
imbalances in per capita assistance among the varius Possessions.

The General Accounting Office is completing a study, made at
the request of Rep. Harold Ford and myself, entitled "Welfare and
Taxes: Extending Benefits and Taxes to Puerto Rico, Virgin Is-
lands, Guam, and American Samoa." This report will be released
in early July and should serve as the basis of a major review of the
treatment of the Possessions, both from a public assistance and a
tax point of view.

While the final figures are still being adjusted and additional
comments being accepted from the Possession Governments, the
report willin generalshow that if the full range of Federal
social services were extended to the Possessions, it would increase
spending on the most needy by about a billion dollars.

There is no way in this budget climate that such a program ex-
pansion will occur.

Except, the report will also show that special tax subsidies. in
large part to corporations and the owners of capitalthe upper
income groupscost the Treasury several billion dollars per year.

Obviously, some triming of the tax subsidies coald be used to pro-
vide a more adequate level of benefits to the most needy in the Pos-
sessions, and yet still remain budget neutral for the Federal Treas-
ury.

The implications of such a shift ,n benefits and obligations would
be enormous and must be the subject of careful social and political
consideration. It is a debate which is long overdue. The GAO's
report will be an important tool for the Congress, and they are to
be commended for completing this difficult work.

I hope that as the Committee looks at the issue of inter-Posses-
sion welfare imbalances, it will broaden its work to look at the
entire tax and soc,a1 services issue.

FORTNEY H. (PETE) STARK

)1 72)



ADDITIONAL WEWS OF HON. DON J. PEASE
The Ways and Means Committee has produced a welfare reform

bill which should merit the support of members of Congress and
taxpayers alike. The committee has taken a pragmatic approach to
welfare reform, acknowledging the factors that often serve as ob-
stacles to welfare recipients getting into the workforce and address-
ing them. These includes access to health care and day care serv-
ices. The committee bill probably does not represent any member's
ideal solutions to these kinds of problems, but, in my view, it takes
us in the direction we should be heading.

Because welfare reform enjoys such widespread support among
the taxpaying public k..s a concept, I believe that it is important
that the committee bill represent reform not only to those of us
who have worked on welfare program; for many years but also to
those who will have to base their perceptions of our work on
ed synopses of what we have done. Consequently, i am concerned
about how the committee's changes to the Community Work Expe-
rience Program (CWEP) will be perceived by the public at large.

Congress rejected the Reagan Administration's fiscal year 1982
budget proposal which would have made CWEP mandatory, and I
believe that was a correct decision. However, current law allowing
the states to implement CWEP on an optional basis strikes me as a
reasonable way to proceed. As of late last year, about half of the
states had begun CWEP programs. States have implemented these
programs because they believe in the value of basic work experi-
ence for the welfare population, so many of whom lack such experi-
ence. The NETWori. program which is the keystone of the commit-
tee bill, acknowledges the primary importance of education, train-
ing, and work experience as tr beet routes off of the welfare rolls.
To limit an optional program mat many states have found to be a
useful tcol seems inconsistent with the bill's strong emphasis on
work.

Above all. I do not want to see the committee's hard work on this
bill pilloried in the forum of public opinion as an expansion of wel-
fare or as providing additional ways for the employable welfare re-
cipient to avoid work. I do not hold strong views one way or the
other on CWEP itself My principal concern is that the important
improvements in welfare we have been able to achieve could
become overshadowed by attacks on the committee's changes in the
CWEP program

DON J. PEASE.
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VII. DISSENTING VIEWS OF MESSRS. JOHN J. DUNCAN, BILL
ARCHER, GUY VANDER JAGT, PHILIP CRANE, BILL FREN-
ZEL, DICK SCHULZE. BILL GRADISON, WILLIAM THOMAS,
HAL DAUB, JUDD GREGG, HANK BROWN, AND ROD
CHANDLER

Republican Ways and Means Committee Members are unified in
their opposition to H.R. 1720. The bill is severely flawed because it:

1. Creates new barriers to work;
2. Raises benefits above the wages of entry-level jobs in

many states;
3. Prevents states from using demonstration projects to de-

crease welfare dependence and increase administrative effi-
ciency; and,

4. Raises federal spending by more than $5 billion in a time
of massive deficits without designating a financing mechanism
to pay for it.

Rather than breaking the cycle of proverty and dependence, the
bill harms welfare recipients, making them more dependent and
unable to afford to work. It is a cruel approach that discourages
independence and productive work. If we truly wish to help the
poor, we will break down the barriers that keep people from using
their talents to become productive citizens. H.R. 1720 takes exactly
the wrong approach.

RESTRICTIONS ON WORK

Four specifi.: objections head the long list of concerns with this
bill. Our chief objection is that, despite the rhetoric advertising the
bill as pro-work, in fact it contains several provisions restricting
work. First, language in Title I would pi ohibit local officials from
assigning participants to jobs at less than the "current pay scale"
for that position. Determining the "current pay scale" prior to re-
ferring someone to a job is costly, time consuming and impractical
considering the wide variety of potential jobs. No funds are includ-
ed to perform this task.

I.,,Ingudge in Title I explicitly bars state and local officials from
assigning recipients to jobs under the Community Work Experience
Program (CWEP) for more than six months. Indeed. under some
circumstances, officials are barred from using work experience for
more than three months. Recipients would thus be denied the op-
portunity to work even though a CWEP job were available. A work
program used by many states for several years has been arbitrarily
limited.

A third work restriction is the, Title I provision stating that no
AFDC recipients can be forced to take a job that pays less than
their welfare benefits, including the insurance value of their medic-
aid. In California, the combined value of AFDC, food stamps, and

n174)
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medicaid is about $826 pe.- month. Thus, the bill would bar Califor-
nia officials from requiring AFDC mothers to accept a job paying
$4.50 per hour, regardless of the fact that experience in a $4.50 an
hour job can lead to a much higher paying position. By boosting
welfare benefits to a level above what an entry level job pays, and
then prrhibiting assignment to a job that doesn't pay more than
welfare, the bill entraps the poor.

Anothc r direct obstruction to work in this bill is an exemption of
all mothers with children under age 3 from any participation re-
quirements. The majority of American mothers with children
under age 3 already are working. If you start with a young, unwed
mother, who very well may be a high school dropout with limited if
any work experience, and you cause her to stay home for three
years, how difficult will it then be to bring her into the discipline
required iii the work place? For many of these young people, the
greatest proLlern is fearfear of the unknown, fear of the world kf
work. A three year delay of the process is too long, allowing a pet -
tern of dependency to develop

ADEQUACY OF WELFARE BENEFITS

This bill is designed to increase the size of welfare checks. Wit-
nesses before the Public Assistance Subcommittee and the full
Committee testified that AFDC mothers could . _ ., be expected w
work until their most elemental needs were satisfied. This line or
reasoning was used to justify benefit increases. Completely over-
looked was the simple fact that welfare benefits and work incen-
tives are inseparably linked. In the 1970s, the Ways and Means
Committee helped pay for a series of four, large-scale experiments
to test he relationship between guaranteed income and work. Ea.th
of these produced solid evidence that fathers, single-parent moth-
ers, mothers in two-parent families, and teenagers all reduced their
hours of work when their families were guaranteed income without
a work requirement.

Congress must exercise great caution in setting v elfare benefits.
We must walk a delicate line between helping the needy and re-
ducing incentive and self-reliance. Some reformers claim that wel-
fare benefits must be increased because inflation has eroded she
value of AFDC. The facts show this claim to be false.

AFDC is only one among many welfare prop ams, and any fair
assessment of the financial condition of welfare families should at-
tempt to assess the entire package of benefits foe which they are
eligible. Tables 1 and 2 attached to these view depict two benefit
packages that are typical of families participating in the welfare
system. The first column, in Table 1, shows that in California, wel-
fare families can have cash and in-kind income worth nearly
$11,000 per year; a similar package in Colorado could be worth up
to about $9,000 per year; and even in a low-benefit state such as
Alabama . he package can be worth over $6,000 per year. If the
value of ht using is includedand about 25% of AFDC families re-
ceive housingthe value of the welfare package can he as high as
$16,000 in California, $14,000 in Colorado ...nd $11,000 in Alabama
(see table 2).
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As shown in the first panel of Table 3, federal expenditures on
seven major welfare program3 have increased dramatically, no
matter whit year one takes as a baseline. Since 1970, spending on
the programs has increased 232% in constant dollars; since 1975,
spending has increased 56% in constant dollars. Even since 1981,
depite all the rhetoric about budget cuts, federal deficits, and the
Gramm-Rudman-Hollings sequestration of 1986, expenditures are
up 7%.

One could argue that total federal expenditures are not necessar-
ily reflected in benefits received by particular families. Perhaps
more money was spent on administration or perhaps participation
in the programs expanded, either of which could reduce the level of
benefits received by individual families. To examine this possibility,
we asked the Congressional Research Service to assemble the data
shown in the second and third panels of Table 3. The data clearly
show this argument is not correct.

Table 3 demonstrates that tI,Pre has been substantial expansion
in the number of recipients of each benefit type, ranging from a
mere 49% in the AFDC program to 386% in the food stamp pro-
gra, ,. On averar;e, for the five programs in existence since 1970,
the increase in participation between 19.70 and 1986 was about
173%. During this period, the number of poor people increased
about 30%. Thus, it is almost certain that a higher proportion of
the poor are coven . each of these programs.

The second conc, ._,on supported by Table 3 is that benefits in all
the programs except AFDC have increased substantially since 1970.
Although per family AFDC benefits have declined 16% since 1970,
benefits in the other five programs in existence since 1970 have in-
creased between 53% (food stamps) and 152% (housing); on aver-
age, the four programs that have increased now provide average
benefits about 85% higher than in 1970.

Recent Census Bureau data demonstrate unequivocally that vir-
tually every AFDC family receives at least one additional benefit,
that nearly all families receive et least two additional benefits, and
that many families receive three or more additional benefits. More
specifically, the Survey of Income and Program Participation shows
that:

95% of AFDC families are covered by Medicaid;
82% receive food stamps;
33% have children who receive the school lunch benefit;
25% receive housing benefits, and
16% receive WIC benefits.
The same study also shows that a higher percentage of female-

headed AFDC families, as ccmpared with t-, o-parent AFDC fami-
lies, receives each of these benefits.

Impressive though these data might be, they provk ,io estimate
of how many AFDC families also receive benefits from the wide va-
riety of programs not listed in any of our tablesprograms such as
Head Start, Title XX social services, any .,f thi numerous job train-
ing programs, college grants cr loans, commodity food, and so forth.
Spending in nearly all these programs has increased dramatically
since 1970, and many of them were not even in existence in 1970.

Some of us also are very much opposed to another type of iNenefit
expansion, the mandatory requirement that all states offer the
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AFDC program to two-parent families ( XFDC-UP) This provision
will cost more than $1.1 billion in federal dollars and nearly $1 bil-
lion in state dollars over three years. It will also bring more than
90,000 new families onto the welfare rolls.

Those who favor this provision say that it prevents families from
breaking up in order to become eligible for AFDC. However, nu-
merous studies have failed to produce evidence that families do in
fact break up in order to qualify for AFDC. For example, if AFDC
cash income had any influence on family composition, states that
pay high benefits should have higher rates of female-headed fami-
lies than states that pay low benefits. Studies show that there is no
relation between state benefit levels and percentage of children
living with two parents, divorce rates, birth rates to unmarried
women, or any other measure of family composition.

Because AFDC-UP is seen as a program of certain costs and un-
certain benefits, most Republicans oppose it

By way of summary, there are now more programs for poor and
low-income citizens than at any time in the past, these programs
serve more people, and average benefits ia most of the programs
have increased over time. Where is the justification for benefit in-
creases? Welfare benefits have increased substantially and offer se-
rious competition for low-income jobs. Given that benefit increases
will lead to further reductions in job seeking, and make it more dif-
ficult for people to leave welfare, benefit increases are inappropi;-
ate at this time

STATE DEMONSTRATIONS

A third major objection to H R 1720 is that the bill fails to grant
the Administration's request for a broad demonstration authority
that would allow state gove:riments to experiment with their wel-
fare programs. The current system greatly restricts what states can
do. especially should they think it appropriate to combine' welfare
benefits.

Current federal statutes and regulations constitute an immense
barrier to experimentation and reform of the nation's w?lfare
system Thus, the Administration requested a new authority to
allow a group of cabinet -level secretaries, headed by a Presidential
appointee, to solicit, receive, review, and app,ove demonstration
plans from states interested in improving their welfare programs
Believing that Congress has responsibility for ensuring that wel-
fare participants re/Tore benefits given to them by the federal gov-
ernmentparticularly in the case of' entitlement programsHouse
Republicans revised the Administration proposal by adding a mech-
anism for Congressional veto cf any demonstration deemed inap-
propriate. In addition, rather than leave the demonstration author-
ity open to any program that served low-income citizens, as the Ad-
ministration had done, House Republicans identified a specific list
of 21 programs to which the authority would be limited This
change would allow Congress to more effectively provide oversight
of the demonstrations and would also limit the number of Congre.;-
sional Committees that would need to examine the proposals.

The states are a robust source of Ideas oil effective ways to ;m-
prove the nation's lfare system by decreasing dependence and in-
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creasing administrative efficienQ, Prohibiting state experimenta-
tion in this area denies our country its best opportunity to develop
new programs to help the poor

COST AND FINANCING

H.R. 1720 is estimated to cost more than $5 2 billion over five
years No provision has been made for financing this enormous
cost ',s wrAen. the .neasure violates the House passed budget
which assur yes welfare reform should be deficit neutral Any re-
sponsible wo!lfare reform bill must contain provisions for financi:

SUMMARY

Now for the first time ever, Republican and Democrats agree
that dpendency on welfare programs is a serious problem, and
that work, for those who ai ahle, and preparation for work, form
at least a partial solution to the oroblem. Thas, the Congress
should seize this opportunity to reform our nation's welfare pro-
grams by giving states the flexibility and money to help AFDC
families join the rest of society by entering the workforce Promot-
ing work, not increasing welf; re benefits, is the key to welfare
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TABLE 1 COMPARISON OF VALUE OF WELFARE BENEFITS ' IN HIGH, MODERATE AND LOW-
BENEFIT STATES FL 1 FAMILIES WITH VARIOUS LEVELS Ur EARNED INCOME (A) BASIC PACKAGE

MAY 1987Continued

ivore branclit

AFDC

nrcrk

'in

L' 1'3e, ^ rime

hp Tr 3'
13 A ig, nn n

Altama [Ow Benet it

0
Food stamps S191
Medicaid 9 id 1

LIHEAP 3020
Schooi means D4

Earnings 0 290
EITC 0 Id

State tan 0 0

Social Security tax (21,

Total, monthly 40 7 585
Total, annual 0 a'1 7 020

wdp,

0

$111

81

70

i101251)
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8 460

It addition to the henefits listed r the table ad,rlta and rbadren ri AFDC families are a a varlet, rt other benefit' These include
but are not limited to ,1987 expenditure m hillions of dollar re given m parentheses ) hos.,a S Jai T he XX Soca' Serviaes $3 1, the
WIC spesal food Of OgI" ,S1 Ti family social servires t $ 9' Head Start ,S: 1 lob training ' the liA a' the Ion Traming Partnership Act
r $1 8, Summer Yoa, employment and lot Caro', ;$131 compensatory education 1$111 vx nal s0 adult educaton $1 r), All figures were
taker from Chaplet 5 of Budget of the United Slat Government Fiscal Year 1981

AFDC and Food Stamp benefits were calculated according to the appropriate formula for each slate Ben& were caicrAted for a mother and
two dependent children' he market value of Medicaid was taken horn 11 S Bureau of the Census F stimates of Prverk In, ludng Value of Nancash Benet 4s 1985
(Technical Paper 5 6 1 Table B 9 p 65 Washington D C I 36

The LOW Income Home Energy Assistance Program I LINFAN provides tau' lyaes of benefits to rkmaents horny heating home cooang :cc,'
assistance and weatherization Slates set their own benefit vela and Income 'imirs Gem aates car rot set a max mum irkorne Omit less than
110°, or more taan 150xo of the federal poverty level AooLt 65°, of the 52 3 bilk. appropration for Inca, year 1188 was spent on home
heating The maximum benefits shown here for recipients Irving in Calrforma Coiorado and Alabama are based ;u or he home heal pruc am
Data were obtained from Leon blow of the Family Support Adminisfration Department at Bean and Human Serve'

For the 1986-87 school year the federal rash reimbursement for lunches served io child en from tamme with nenmes below IT,- of the
poverty level is $1 36 per meal tne comparable value for breakfasts is $ /1 In a 70 1-5 montn a ram ly Oh two children wouid receive a
benefit of S" 4D for lunches and 5284D tor hreakf asts Because tamales do riot receive inae herrfa, the samrner north PI *',:ur,e Inert
lamilleS actually nerve the breakfasts than the punches we estimate the value of school meal, at only $S4 Committee In Was and Means
Background Material and Data on Programs wthin the lurisdiction of the Committee rr War art Morn, W3,1,rwIn DC US rmkernment
Printing Mee 1981

The Earned Income Tax Credit was .or-puted in accord with the 1980 tax law e a 14
' State Taxes were computed by Carmen Solomon of the Congressronal Beset al, Service
"Saar Security taxes were calculated on 15°, of earned income

eligibility is tied to AFDC and Suppernental Seourty Inorow Ar a result who 3 .^0 AID( 8-"" be, e
earned income the family also loses ,ts Medicaid berets m most states includmp Alabama and I, ,ra,r

r" When 4FDC recipients first begin to work they re allowed to ded,,t Slot of their r ro , Cr, tai era
expo s up to a maximum nl Sin0 ner [mid per month and use third of nr ,11 thra or - or', car ,o; ,

one th 1 of the rest of their earring' after 2 month, the Iraqi work I «curl reds, S', S A t",, c-rni) n- he, re
based on the arsumpi or that tr, net pent mother It or,r1o.1 for 1' mot" fret 'he A, ri " t'e ,* rh,

' 1 r ,1

not r el'eLt

Net, benefit parr sin h' that no', et I'll'or
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TABLE 2 -COMPARISON OF VALUE OF WELFARE 3ENEFITS I IN HIGH, MODERATE, AND LOW-

BENEFIT STATES FC1, FAMILIES WITH VARIOUS LEVELS OF EARNED INCOME (B) BASIC PACKAGE

PLUS AC AND HOUSING BENEFITS MAY 1987

Type Of benel,1 income or tax

No earnogs

California

Lew., o' e- nee income

Half thne
minimum wage

Full lime Al
minimum wage

(High Benefit)
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$511
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$441

46 $1 6761

Medicaid 151 151 151
Housing" 409 386 386
School meals' 54 54 54
WIC" 32 32 32
LIHEAP7 33 33 33
Earnings 0 290 581
EITC" 0 41 10
State tax9 0 0 0
Social Pf' ' 's, tax,' 0 (21i (42)

Total munthly 1 354 1453 1,502
Total annual 16 248

17,44356
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0

$111

0
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Earnings 0 290 581
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atz tax 0 0 (51)

Social Security tax 1" 0 (21) (42)

Total monthly
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total annul 14 i'INI 15 768 14 424
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AFDC 8118 0 0
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Medicaid" :11 0
Housing 53 3197 228
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EITC 0 41 /0
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Social Seciirity tax it ("211 (421

Total monthly 91? 565
Total annual 10 941 11 088 11 580
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it Housing is not an entitlement only about 24°, of AFDC tamales actually receive the houung benefit Our caculatoos assume thew der 'in.,
$40 for each child and child care costs equal to 20 percent or earnings nc counting the EITC Housing subsidies are determined or
basis The calculation was ad(usted here to get monthly values Each ho,ehold is expected to pas tie higher of I, 30 percent et its adio '
income or 2) 10 percent of gross income The value of the subsidy is the 'lerence between tne contract rent and the rent paid by the tin

e contract rent cannot exceed a HUD determined Fair Market Rent (FMR) The following FMRs from August 8 19°t1 or a two bedroom
apartment were used $510 for Los Angeles CA $495 for Denver CO $365 for Birmingham AL

5 For the 1986 81 school year the federal cash remitnisernent V lunches served to children from !amities with incomes below 130no of the
poverty tem" is S120 per meal the comparable value for breakfasts is $11 Ina 20 day month a lamily with two children would reserve a benefit
of $5440 for lunches and $2840 for breakfasts Because families do riot receive these benefits in the summer months and because fewer families
actually reserve the breakfasts than the lunches we estimate the value of school meals at only $54 I see Committee on Wnys and Mean,
Background Material and Data on Programs within the Jurisdiction of e C,ommitlee on Ways and Means Washington DC Governmen'
Printing Office 1981 )

"The Special Supplemental Food Program for Women Infants and Children lClC) was worth S32 per month in 1986
7 The cow Income Home Energy Assistance Program (LIHEAP) provides lour types of benefits to recipient: home heating home coolo crisis

assistance and weatherraation Stales set urea own benefit levels and income limits Generally stales cannot set a maximum income tint less than
11050 or more than 15050 of the federal poverty level About 65 °r of the S2 billton appropriation to Fiscal tear 1985 war spent an home
healing the maximum benefit for recipients Irving in California Colorado and Alabama are based lust on the home heating program Data were
obtained from Leon Wow of the Family Support Administration Department .` Health and Human Services

The Earned Income Tax Credit was computed in accord with the 1986 tax 1, v i e at 14%
Slim Taxes were computed by Carmen Solomon of the Congressional Researc i Service

." Social Security taxes were calculated on 7 15% of earned income
1 Medicaid eligibility is tied to AFDC (and Supplemental Security Income) As a result when a recipient loses the AFDC benefit because of

earned income the family also loses its Medicaid benefit in most states Including Alabama and Colorado)
When AFDC recipients first begin to work they are allowd to deduct $105 of their earnings as an Inita work disregard any day care

expenses up to a maximum of $160 per child per month and one third of the rest of their earnings After 4 months they can no ionger disregard
One third of the rest of their earnings After 15 months the initial work disregard is reduced from SI05 '2 SIn Au the computations here are
based on the assumption that the recipien, mother had worked for 11 months e that the work d>tega,i . SIC and the One third disregard is
not in effect
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TABLE 3 --CHANGES IN PARTICIPANTS AND BENEFITS FOR SELECTED MAJOR WELFARE PROGRAMS,

1970 -86'

Lir lisca year

1,1par,

,tart NCTbe, 17,1011 = A,PTat, .ortJal ,pending per rpopier,
um,'"

19/9 .9' 1981 frhr
IWO to - 1;81 1981 ,

1170 19 1981 1986

AFDC ' " 56 8 59 6 58 6 5 11 1 1 i 2 11 0 $920 $87' $1s6 5777
Food stamps 1 5 8 2 12 4 17 1 22 4 111 9 357 482 553 546
Medicaid 5 " 9 6 18 2 24 0 2' 0 12 5 22 5 22 6 6,0 812 1 069 I 038
School lunch " 12 5 2 0 3 z b 6 101 12 5, 11 6 86 197 188 208
Hot. ,fig 7 14 1 3 4 2 8 1 12 2 1 1 2 0 3 3 4 1 1 184 2 119 2,462 2 987
WIC . 12 NP 1 8 1 3 NP 1 2 1 3 3 416 390 383
Low income home

energy NP NP 15 1 4 NP NP 7 1 NP NP 209 211

Except in tne case of houcng programs where separate adn',n,utratrve costs were not inenblied
- ieFDC food ;tanips and WI,' average morn i number of persons participatng free 3 id fuced price schot lunches aver,,:fe daily number of

low and lower ,ncome children part c patine Medicaid total annual number c, Peron, rig kJ* Income Horne Av,stalLe , LINEA?
Iota' annual number of hoLsehotd-, park pabng Housing programs total households recming aid at the end of the fiscal yea (FY '979
est mated

AFDC benefit expendtures are from Committee on Ways and Means Pint 100 4 p 024 Recipient data born the same print p 128 29
Food stamp expenditures and reopen, data are from U S Agriculture Depaftme,t Food and Nutrition Service budget Jociirne-ts Includes

spending and recipients in Puerto Rico
' Medicaid expenditures and recipient data are 'nom he (idee! appendixes ff,, FY; 1972 1977 1983 and 1988 except for ,ire FY 1986

recipient mint which is born ihe Department of Health and Human Services press ie:ease accompanying the FY 1988 budget
" School ,unch expenditure and retipient data fur FYs 19131 and I98b were supplied by U S Agriculture Depernent budget staff Data for Ws

19'C -rid 197..1 were obtained from FY Ir? and FY 1977 Budget Appendixes adjusted for reimbursement rates shown n C,orgresstona' Research
Sepoc, Report 83-539 EPW

Housing expenditures and numbers of clots were obtained from Carla Pedone of the Congressional 0,.dget Office The figures include Section 8
new construction) Section 8 (eels rig housing and vouchers Public Housing (including operating subsidies) other Department of Housing and

Urban Development programs and Section 235 housing
WIC expenditure and recipient data are from Congressional Research Service Report 86 790 FPW p 19 and U S Agriculture Department Food

and Nutrition Service budget documents accompanying the Pf 1988 budget
" LIHEAP exf, fchtufe and recipient data include only the he:ling assistance fyrtion of the LIHEAP they were obtained from Department of Health

and Human Services program staff Ex xenditure data include approximafely $40 million nonneating assistance funds in both Years
n Constant dollar benefit spending per recipient was derived from current dollar benefit, from the same ",011rCtS noted in footnotes 3 through 9

except for free and reduced price school lunches Average free and reduced price benefits for ow and lower income children were estimated by
dividing the total expenditures by the total number of low and lower income children par, 'loafing act.al tree and educed once meal subsidies were
higher Ito( tree medISI and tower for 'educed slice meals)

Recipient units are persons for AFDC food stamps Medicaid school lunrhef and AIL and households for hous,ng programs and the IIHEAP
Current dollars were converted to FY 1986 values by use of final year implicit once deflators for personal consumption expenditures as

shown in ConRieSSior Research Service Report 87 129 p 122
Current dollars were converted to FY 1986 values ey use of the focal year average lode, number for the nest component of the Consumer

Price Index Ithe CPI C for 1981 and 1986 the CPI W for 197C and 19151 Dat3 on V' 1S component were taken from toe Ecor °Tic kepf,rt of the
President l°71 1976 1982 and 1987

Current dollars were converted to EY 1986 values by use of 'he f oral tear -,,eiage number int the menial sers,,cn ,emoonent of
'he Consumer Price Index {toe CPI Li Ix 1981 and f .93r, the CPI W for 1970 aril '978 Data o, this component were taken ' om Ole Economic
deport of the President 11971 '976 198,7 and ,987,
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